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ABSTRACT 
 
The purpose of this study is to examine accountants‟ perceptions of the quality of financial 
reporting in Vietnam and their ethical perceptions of earnings management practices. This 
research also examines the possible influence of earnings management and culture on 
accountants‟ ethical awareness, ethical judgments and ethical intentions. This research 
comprises two stages. Firstly, semi-structured interviews were conducted with 16 
professionally qualified senior Vietnamese accountants. The purpose of these interviews was 
to examine their perceptions of the financial reporting environment within their country, and 
their understanding of earnings management and how the cultural environment might impact 
on perceptions of this practice. The second stage of this research used an experimental design 
to examine responses to two earnings management vignettes. Data were gathered from a large 
sample (592) of experienced Vietnamese accountants. Ethical responses were evaluated by 
manipulating two earnings management vignettes: operating earnings management, and 
accounting earnings management. The possible impact of culture was also examined through 
these manipulations. 
The study findings indicate that accountants generally believe that Vietnam has made great 
strides in improving financial reporting quality but that many challenges remain. For example, 
adoption of IFRS is inhibited by lack of training and understanding and a reluctance to move 
towards a „fair value‟ approach to valuing assets and liabilities. Moreover, understanding of the 
concept of earnings management is not strong. The study‟s findings show significant variation 
in accountants‟ perceptions of different earnings management scenarios, depending on the type 
of earnings management practiced, and the underlying work environment, representing cultural 
dimensions, in which the earnings management action was taken. For example, accountants 
generally perceived accounting earnings management to be less ethical than operating earnings 
management. Vietnamese accountants also generally felt that the practice is not ethical but also 
believed that it is common within their country. They also believed that the possibility that 
their peers would practice earnings management was greater than the possibility that they 
would practice it themselves.  
The present research contributes to the literature in several ways. It is the first study to examine 
a combination of ethical awareness, ethical judgments and ethical intentions, within an 
earnings management context, among accountants in a developing country. In addition, the 
 
2 
study contributes to the literature on ethical attitudes toward operating earnings management 
and accounting earnings management, by accountants within different cultural contexts. 
 
  
 
3 
CHAPTER ONE: INTRODUCTION 
1.1 Introduction  
The present study is concerned with three important themes in the current literature: ethical 
decision making processes, earnings management, and cultural influences on the ethical 
process in a developing country using Vietnam as a context. More specifically, in the first part 
of the study, the accountant‟s perceptions of financial reporting (hereafter „FR‟) quality and 
factors that influence this perception (i.e. cultural dimensions: power distance, 
collectivism/individualism, and uncertainty avoidance) are examined in the context of the 
present Vietnamese financial reporting environment. The accountants‟ understandings of 
earnings management are also examined. In the second part of the study, cultural influences on 
earnings management, which ultimately impact on aspects of ethical decision-making 
processes (i.e ethical awareness, judgement and intention), are further examined. To a greater 
extent, the study investigates accountants‟ ethical decision-making processes, and the potential 
cultural influences impacting on two known forms of earnings management (EM), namely, 
„Accounting Earnings Management‟, and „Operational Earnings Management‟ (hereafter 
„AEM and „OEM‟, respectively).   
Any study that examines financial reporting, ethical behaviour, and earnings management must 
by necessity also take cognisance of the financial reporting framework specific to the country 
in which the study is undertaken. Indeed, it is well known that there can be significant 
differences between countries in their applications of rules and regulations relating to financial 
reporting (Ding et al., 2007). In developed market-based economies, such as the United States, 
the United Kingdom, Canada, Australia and many others, there is a well-established regulatory 
reporting environment which typically includes a range of mandatory regulations, accounting 
standards, and pronouncements, all of which are strictly applied in the preparation and 
presentation of financial reports. These requirements are collectively known as GAAP 
(Generally Accepted Accounting Principles). Moreover, in many countries, accounting 
standards within their respective GAAP frameworks embody a common set of International 
Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board 
(IASB).   
Australia, for example, fully applies IFRS, which in effect means that the central feature of 
their reporting environment includes IFRS along with legislation that enforces compliance with 
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IFRS (the Corporations Act, for instance). There are similar institutional arrangements in more 
than 134 countries currently applying IFRS, either fully or partially. One of the key features of 
the IASB‟s financial reporting regime is the IASB‟s Conceptual Framework for the 
Preparation and Presentation of Financial Reports (hereafter „Conceptual Framework‟). 
The Conceptual Framework sets out the basic concepts and rules that must be followed by 
accountants when preparing and presenting financial reports. The Conceptual Framework also 
provides a detailed statement encompassing the objectives of financial reporting, along with 
the specific qualitative criteria that should be applied in the preparation and presentation of 
financial reports. Qualitative criteria are stipulated within accounting pronouncements, to 
ensure that the preparers of financial reports present information that is relevant to users of 
financial information for their decision-making purposes. In Chapter 1 of the Appendix in 
Conceptual Framework (Australian Accounting Standard Board (AASB), 2016), paragraph 
OB2, it states: 
The objective of general purpose financial reporting is to provide financial information 
about the reporting entity that is useful to existing and potential investors, lenders and 
other creditors in making decisions about providing resources to the entity (AASB, 
2016, p. 29). 
Moreover, Chapter 2 of the Appendix in Conceptual Framework, paragraph QC4, states: 
If financial information is to be useful, it must be relevant and faithfully represent what 
it purports to represent. The usefulness of financial information is enhanced if it is 
comparable, verifiable, timely and understandable  (AASB, 2016, p. 36).  
The overriding assumption here is that all financial statements (hereafter „FS‟) are prepared at 
„arms length‟ and are, thus, neutral and free from bias. While this requirement is an ideal 
foundation for sound financial reporting, unfortunately the evidence from the literature, 
particularly in professional ethics and the earnings management literature, clearly shows that 
not all financial statements are prepared in an unbiased manner (Beaudoin et al., 2012, Zhang 
et al., 2009, Zang, 2012). Moreover, in circumstances where financial statements are not fairly 
presented, it has further been shown that earnings manipulation is strongly at play, which in 
turn calls into question the relevance of financial statements, the role of the regulator, and 
indeed, the underlying ethical practices of those who prepare financial reports. All of these 
considerations will be covered as part of the present study. It is noted also that, while EM has 
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been studied extensively in developed countries such as the US, Australia and in European 
countries such as the UK and Ireland, studies focussing on developing countries appear to be 
limited. Given that many developing countries, for example, Vietnam, Cambodia, and China, 
are still in the process of developing their accounting standards to equate with international 
levels, there may be significant latitude for EM practices to occur. Hence, the topic of EM is 
valuable to consider in the contexts of developing countries. In this sense, EM in the context of 
a developing economy with a relatively undeveloped financial reporting framework is an 
interesting topic for serious study, and indeed such a study has the potential to make a 
significant contribution to the literature.  
Against this background, the present study will consider the specific financial reporting 
environment within Vietnam. To this end, the following sections will focus on the institutional 
settings for financial reporting in the Republic of Vietnam. The ethical decision-making 
processes (i.e. ethical awareness, ethical judgment and ethical intentions), along with earnings 
management and cultural dimension effects, are also introduced. This chapter continues by 
developing the study‟s three primary research objectives as well as five associated research 
questions. Finally, the significance of the study and potential implications of the outcomes of 
the study are discussed. 
1.2 Background 
Vietnam‟s economy has experienced a significant period of reform, particularly over the last 
two decades, while transitioning from a planned economy to a market-based economy. Prior to 
1986, all forms of business operated under State control, and business entities had no 
independence from the State in conducting or controlling their commercial activities. Since 
1986, however, Vietnam has reformed its economy and has moved away from a centrally-
controlled regime, and thus business entities and their management now have more freedom 
and flexibility to control and operate their business activities.  
In the late 1990s, the Vietnamese government embarked upon more significant (and perhaps 
quite brave) economic reforms, which impacted heavily on the country‟s legal and financial 
environment (Nguyen and Richard, 2011). The impetus for these reforms was primarily to win 
acceptance from the global business community and from foreign governments that had the 
potential to become strategic business partners. Moreover, Vietnam was seeking significant 
foreign investments that would provide the necessary infrastructure to stimulate a rapidly 
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growing economy. The upshot of all these reforms was that a strong regulatory financial 
reporting environment was also needed in order to provide reliable financial reports upon 
which foreign and, indeed, local investors could confidently make their investment decisions.  
To this end, Vietnam commenced the reformation process, which would encompass two 
stages: the first stage covered the period between 1995 to 2001, and the second stage 
commenced in 2002 and continues to the present time. During the first stage, the Vietnamese 
Ministry of Finance (MOF) issued a new accounting system, known generally as „Decision 
1141‟ or the „1996 Accounting system‟, which contained an integrated set of financial 
statement templates along with relevant rules and guidelines.  
The success of the reforms in Stage 1 have been examined in prior studies. For example, 
Micheline and Nguyen (2007) argue that the new system has contributed significantly to the 
improvement of the fundamental characteristics of financial information disclosed in financial 
statements. Hence, it was expected that this reform would result in better quality of 
information for financial statement users, including investors. However, Yang and Nguyen 
(2003) contend that the new accounting system appears to have a government management 
focus (i.e. which will mainly allow the government to continue controlling and supervising 
business operations). Accordingly, these authors consider, from an usefulness perspective, that 
the 1996 accounting system has not led to major improvements in the quality of financial 
statements (Yang and Nguyen, 2003).  
In the second stage of accounting reforms, from 2002, the Vietnamese MOF, in cooperation 
with the Department of Accounting and Auditing Policy, issued the first series of Vietnamese 
Accounting Standards (VAS), which were required to be generally compliant with the IFRS 
(Nguyen and Richard, 2011). Subsequently, new standards have been issued since then, with 
26 Vietnamese Accounting Standards now either fully or partially compliant with IFRS 
(Nguyen and Gong, 2012). Further studies have also examined the VAS compliance with IFRS 
since their introduction in 2001. For example, Pham et al. (2011) found that the average 
adoption rate of IFRS in VAS was 66.4% in 2003. While this compliance rate is quite high, 
given that Vietnam had a „zero‟ base to start from, it was nonetheless significantly lower than 
the government‟s target of 90% compliance by the end of 2005. Pham et al. (2011) also 
suggest that the poor compliance rate was attributable to the way in which the relevant IFRS 
standards were restructured, i.e. they were significantly adjusted to suit local reporting 
requirements. Notwithstanding this, the government has recognised the need to have an 
improved accounting system, and the MOF and the State Audit office is currently developing 
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new VAS requirements, which will convert further IFRS into the current VAS accounting 
regime (Phan et al., 2014). This process is currently ongoing.  
As discussed above, similar to many other developing and developed countries, Vietnam has 
faced difficulties with the accounting transformation process. One of the factors that may have 
affected this transformation process, and the quality of financial reporting generally in 
Vietnam, is the existence of EM. EM has been defined in several different ways in the 
literature. Healy and Wahlen (1999), for example, argue that “EM occurs when managers use 
their judgment in preparing financial reports and deliberately structure transactions which alter 
financial reports, either to mislead stakeholders about the underlying economic performance of 
the company, or to influence contractual outcomes that depend on reported accounting 
numbers” (p. 6). Ball (2006) argues that EM is related to the transfer of earnings from one 
period to the other, resulting in managers gaining a favourable consequence; whereas Messod 
(2001) posits that EM is a financial reporting phenomenon. Different forms of EM have been 
examined in the literature; however, two commonly applied forms of EM are AEM and OEM 
(Merchant and Rockness, 1994, Geiger and Smith, 2010). 
AEM activities include intentional manipulation of accounting transactions, for example, the 
over-estimation of bad debts; whereas OEM activities relate to day-to-day operating decisions 
that affect accounting records, for example, increasing credit repayment periods to attract more 
sales (Geiger and Smith, 2010). Generally, the former are considered to be much more 
undesirable instances of EM than are the latter. Both forms of EM are critically examined in 
the present study.  
The ethical decision-making process has also been studied extensively in the literature, for 
example by Rest (1986), Hunt and Vitell (1986), and Jones (1991), among many others. More 
recently, there has been renewed interest in ethical decision-making processes in the 
accounting literature (Leitsch, 2004, Zhang et al., 2009, Sweeney et al., 2010, Shawver and 
Clements, 2014), as well as numerous studies into EM in specific countries, for example 
European countries, Australia, the US, and some Asian countries (Healy and Wahlen, 1999, 
Beaudoin et al., 2012, Zang, 2012, Messod, 2001, Fischer and Rosenzweig, 1995). Much of 
this renewed interest has been stimulated by spectacular corporate scandals such as Enron and 
WorldCom, among others (Dechow et al., 2010, Graham et al., 2005, Zang, 2012). The 
extensive number of other studies indicate that this is not only an important topic in the 
literature but equally as important to the accounting profession as a whole. 
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The literature identifies four main stages in ethical decision-making processes: ethical 
awareness, ethical judgment, ethical intention, and ethical behaviour. Ethical awareness covers 
the circumstances where an individual is able to recognize or interpret certain situations that 
contain an ethical issue (Rest, 1986). Ethical judgment is defined as the “goodness or badness 
of an action” (Hunt and Vitell, 1986, p. 5). Ethical intention is the likelihood of any particular 
course of action being chosen over other options (Hunt and Vitell, 1986, p. 5). Finally, the 
circumstance where the concept of ethical behaviour applies is where the decision maker 
engages in moral/immoral behaviour (Rest, 1986). Many studies have focused on examining 
one or several of these components of the ethical decision-making model (Rest, 1986, Jones, 
1991). However, the majority of research efforts have focused on the ethical judgment 
perspective. 
In large, most studies have investigated the ethical decision-making processes, or some of the 
stages of these processes, within management ethics, marketing ethics, and accounting ethics 
in general. In addition, some studies (see, for example, Zang, 2012) have argued that the 
propensity to practice EM may be heavily influenced by culture.   
Despite an extensive body of work covering both earning management and ethical decision-
making models, there appears to be a paucity of literature that examines the views of 
accountants in developing countries, i.e. regarding their understanding of EM or how they 
might react ethically to a given EM scenario within different cultural contexts. The majority of 
studies thus far that examine EM within developing countries (see, for example Beaudoin et 
al., 2012, Bao and Bao, 2004) have been based on empirical analyses of financial statement 
numbers using discretionary accruals. Discretionary accruals is an empirical estimate and 
management judgment on cash flows, for making accounting earning better and to reflect the 
firm‟s underlying economic performance. Due to the flexibility in estimation and judgment, it 
provides the manager the opportunity to practice EM (Dechow and Schrand, 2004). For 
example, costs might be underestimated in order to maximise profits or overestimated when 
the company is already quite profitable (Beaudoin et al., 2012). The present research is not 
necessarily concerned with the financial/mathematical aspects of EM, but rather the study uses 
interviews and experiments to obtain findings on the ethical perceptions towards EM of those 
who help create accounting numbers.  
Overall, the view is that Vietnam still needs to progress further towards accomplishing a fully 
functional and reliable financial reporting regime that meets global standards (World_Bank, 
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2014a). The World Bank is one of the most significant contributors of financial capital in 
Vietnam and has been quite public in expressing concerns relating to the quality of financial 
reporting in Vietnam (World Bank, 2014a). 
Given its unique history and people, Vietnam provides a rich source of data for research 
purposes, particularly studies that include cultural and ethical dimensions within the research. 
Moreover, the extent to which cultural traits in a Vietnamese corporate environment may 
influence ethical awareness, ethical judgments, and ethical intentions regarding EM activities 
does not yet appear to have been examined in the literature. The present research investigates 
the ways in which earnings management effects ethical awareness, ethical judgments, and 
ethical intentions, given different the various cultural traits, namely power distance, 
collectivism/individualism, and uncertainty avoidance.  
Cultural values that impact on various aspects of accounting have been studied in the 
accounting literature since the 1980s. Culture is defined by Leung et al. (2005) as the values, 
beliefs, norms and behaviour patterns of a national group. Hofstede (1980) was one of the first 
to research culture, at a national level, using a large-scale sample of 72 countries. Many studies 
have used theoretical themes adopted from Hofstede (1980) as the basis for their own cultural 
studies, in both cross-cultural studies and/or in studies that measure individual cultural 
perspectives (Kirkman et al., 2006). However, it is important to note that Hofstede‟s work has 
been criticized, for example, in the use of outdated data, the use of inappropriate research 
instruments, or criticisms that the work is based on a weak theoretical foundation (Baskerville, 
2003, Schwartz, 1994a, McSweeney, 2002).  
Since the publication of Hofstede‟s study, several international studies have introduced and 
conducted different theoretical approaches to researching cultural values. These include several 
leading studies such as by Schwartz (1994a), Trompenaars and Hampden-Turner (1998), and 
House et al. (2004). While these studies had various objectives and methodologies, and have 
generally found that cultural values significantly vary across nations and differ among groups 
within societies, it is interesting to note that many of the cultural dimension theories and 
attributes are quite similar to each other and to Hofstede‟s initial cultural dimension study. 
According to Hofstede (2001) (pg. 502), Vietnam is found to be a high power distance, 
collectivistic, slightly feminine, moderate uncertainty avoidance, and long term orientation 
country. Specifically, within the Vietnamese context, high power distance (score of 70) means 
that Vietnamese accept a hierarchical order, and so employees will tend to obey what their 
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superiors tell them to do, and that they consider the superior to be always right. A collectivistic 
(score of only 20 on individualism) society implies that Vietnamese value loyalty to their 
manager, their society and rules and regulations. The employer and employee relationship is 
regarded as being akin to a family link. A femininity (score of 40 on masculinity means 
Vietnam is slightly feminine but middling) focus means that a supportive working environment 
is important to Vietnamese and that compromise and negotiation should be used to resolve 
conflict. However, as a score of 40 is middling, this measure may be less easy to apply in 
Vietnam. For example, many Vietnamese exhibit masculine tendencies such as a focus on long 
working hours, less leisure and a desire for large financial success in return. Moderate 
uncertainty avoidance (score of 30) means that Vietnamese people believe there should be as 
little rules as possible and definitely no more rules than necessary. If the rules are not suitable 
then those rules should be changed. Long term orientation (score of 80) shows that Vietnamese 
emphasise long term goals such as saving and investing for the future. 
The present study does not use Hofstede‟s „cultural dimension score‟ directly as per the 
Hofstede (1984) study. That is, the present study does not assume or test the Vienamese 
national culture, but instead is informed by the common constructs such as power distance, 
collectivism/individualism, uncertainty avoidance, found within these theories of culture 
(Hofstede, 1980, Schwartz, 1994a, Trompenaars and Hampden-Turner, 1998, House et al., 
2004). The objective is to use these cultural dimensions as a basis for manipulating earnings 
management scenarios in order to identify how accountants‟ ethical responses change with 
respect to situations where power distance or uncertainty avoidance is high or low, or where a 
situation might present as collectivist or individualist. Other cultural dimensions (as outlined in 
Appendix 1 of the present thesis) either have not yet being studied in an accounting context or 
have not been seen as a significant influence in accounting ethical situations. Examples of such 
cultural dimensions are masculinity, long-term distance (Hofstede, 1980), neutral affective, 
specific diffuse, environment (Trompenaars and Hapden-Turner, 1998), conservatism, mastery 
(Schwartz, 1994), humane orientation, and assertiveness (House et al., 2004). Oyserman and 
Lee (2007) define a method for using cultural dimension theory to manipulate the scenarios, 
applied in the present study, as „cultural priming‟. In the other words, cultural priming is a 
method where cultural dimensions are manipulated into short scenarios, so that each scenario 
represents a particular cultural dimension. The researcher considered that the use of cultural 
priming is suitable for this study because the research aims to examine the influence of culture 
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on ethical decision-making processes, and the best method to examine this effect is to 
manipulate three cultural dimensions with earnings management scenarios.  
The use of „cultural priming‟ is increasingly popular in the literature (see, for example, Chow 
et al., 1994, Goodwin and Goodwin, 1999, Oyserman and Lee, 2007). The present study 
employs „cultural priming‟ to manipulate earnings management scenarios reflecting three 
cultural dimensions, namely power distance, collectivism/individualism, and 
uncertainty/avoidance. The accountants‟ ethical views on these scenarios are explored in this 
study by identifying the differences in the participant responses.  
1.3 Research Objectives and Questions  
Given that Vietnam has been through significant changes in accounting standards so as to 
attract foreign and local investors and, overall, to accommodate the development of the 
economy, the quality of financial reporting needs to improve. Therefore, to explore the 
perceptions of accountants who actually prepare the reports is potentially an important part of 
this process. Accordingly, three primary Research Objectives outlined below are formulated as 
the foundations for the present research. Specific research questions are derived from these 
three Research Objectives to guide this research.   
Research Objective 1 focusses on the perception of financial reporting quality, and on how 
other factors such as EM and culture may influence this.  
Research Objective 1: To obtain accountants‟ perceptions of the quality of financial reporting 
and the potential impact of culture on financial reporting in Vietnam. 
In order to achieve this objective, the following three research questions are addressed: 
RQ1: How do accountants perceive the current state of financial reporting in 
Vietnam? 
RQ2: What do accountants understand to be earnings management? 
RQ3: Do accountants believe that culture impacts on financial reporting and, if so, 
how? 
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Prior literature indicates two different levels of EM severity, OEM and AEM, of which OEM 
is found to be less serious than AEM (Merchant and Rockness, 1994, Geiger and Smith, 2010, 
Fischer and Rosenzweig, 1995). Recognising that the severity of EM (OEM and AEM) has 
direct links with ethical decision-making processes, Research Objective 2 examines how the 
severity of EM influences accountants‟ ethical sensitivity. 
Research Objective 2: To examine the degree of ethical sensitivity of accountants in 
responding to different earnings management situations. 
In order to achieve this objective, the following research question was addressed: 
RQ4: Do accountants provide different ethical awareness, ethical judgment and 
ethical intention responses to earnings management scenarios as measured by 
operating earnings management (OEM) and accounting earnings management 
(AEM)?  
In addition to the severity of EM, the cultural environment also has a significant impact on 
ethical decision making. Applying the common theories of cultural dimensions from Schwartz 
(1994b), Trompennars and Hampden-Turner (1998), Hofstede (2001), and House et al. (2004), 
Research Objective 3 examines how power distance, collectivism/individualism, and 
uncertainty avoidance influence ethical awareness, ethical judgment, and ethical intention.  
Research Objective 3: To examine the extent to which specific aspects of culture impact on 
accountants‟ ethical responses to different EM situations. 
In order to achieve this objective, the following research question was addressed: 
RQ5: Do accountants’ ethical awareness, ethical judgments and ethical intentions 
change when earnings management case vignettes are adjusted to reflect the possible 
impact of culture, based on the commonly applied dimensions of power distance, 
uncertainty avoidance, and collectivism/individualism?  
1.4 Significance and implications of this study 
This research makes several distinctive contributions to the literature. Firstly, as previously 
mentioned, while there have been several studies which focus on ethical awareness, ethical 
judgment, ethical intention, and earnings management, few of these studies have focused 
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specifically on developing countries. Moreover, conducting this study within a country such as 
Vietnam, which is known for its unique heritage and cultural diversity, adds an important and 
interesting dimension to existing research. Secondly, research into earnings management that 
has been conducted in developing countries has largely used quantitative research designs, and 
have thus applied quantitative measures such as discretionary accruals or income smoothing. 
However, only a few studies seek to go beyond the numbers in any meaningful way or 
consider the ethical issues surrounding earnings management that can influence ethical 
awareness, ethical judgment, and ethical intention. In addition, the important influences of 
culture on responses to ethical issues might contribute to explaining instances of earnings 
management. Thirdly, to the best of my knowledge, the present study is the first to examine the 
impact of cultural dimensions on ethical awareness, ethical judgment, and ethical intention, in 
earnings management contexts.   
Further to the above, a rapidly developing economy such as Vietnam will be accepted by the 
global investment community if it has established infrastructure not only within their financial 
reporting frameworks but also in regulatory systems that have the power to enforce 
compliance. Only then will current and potential investors seek comfort in the quality of 
financial reporting and thus have the confidence to continue their investment activities in a 
country where the rewards could potentially be significant. As mentioned earlier, the World 
Bank (2014a) has expressed their concerns of Vietnamese financial reporting quality. Given 
these concerns, one important implication of the present study might be that the results 
highlight an urgent need for regulators to review the extent of earnings management activities 
in Vietnam. Moreover, the present study seeks to find whether these activities are a product of 
unethical practices that are being driven by cultural dimensions. These findings would indeed 
support a much greater role for the corporate regulator, particularly now that Vietnam has well-
established security markets, where the joint role of securities exchanges together with the 
corporate regulator is to keep markets well informed, via their policies in relation to the role of 
accounting standards in the preparation and presentation of financial reporting.  
1.5 Thesis outline 
This thesis is divided into eight chapters, which are briefly outlined as follows:  
Chapter One: This chapter provides an overview background to the study and develops the 
research objectives and associated research questions.  
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Chapter Two: This chapter reviews the literature encompassing theories relating to financial 
reporting quality, EM, ethical awareness, ethical judgment, and ethical intention, along with 
theories covering culture and cultural dimensions. 
Chapter Three: This chapter presents the conceptual model and hypotheses of the study. 
Literature relevant to the hypotheses is also discussed.  
Chapter Four: This chapter describes the selection and implementation of the research 
methodology and the mixed research methods applied in this study.  
Chapter Five: This chapter provides the data analysis for interviews, which answers research 
objective one and the first three research questions.  
Chapter Six: This chapter provides the data analysis for quantitative analysis of the factorial 
experiment employed, which answers research objectives two and three, and the last two 
research questions.  
Chapter Seven: This chapter discusses the findings from interviews and experiments.  
Chapter Eight: This chapter presents the conclusion, limitations of the study, and suggestions 
for future research.  
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CHAPTER TWO: LITERATURE REVIEW 
 
2.1 Introduction 
This chapter provides an overview of the literature associated with factors that influence 
financial reporting quality. A key factor that influences financial reporting (FR) quality is the 
approach to ethical decision making. An associated deterrent is the concept of earnings 
management (EM), which has been linked with the culture of the environment in which 
accountants find themselves operating. Issues such as power relations that exist within the 
organization, as well as the ability to operate in a collectivist or individualistic setting, as well 
as the ability for accountants to manage ambiguity (or different degrees of uncertainty 
avoidance), are all potentially linked to financial reporting quality. Each are discussed in turn 
in this chapter. 
The role of high-quality financial data is crucial, as it can affect the decisions of current and 
future financial investors and other stakeholders when making investments, providing credit, 
and distributing resources (Braam and Beest, 2013). Furthermore, ethical decision making also 
plays an important role in the financial reporting preparation process, and it is a crucial 
determining factor of financial reporting quality. More precisely, when preparing financial 
statements, if accountants do not make decisions ethically, including practicing earnings 
management, the report will not be accurate, and could potentially mislead users of the 
financial statement. The changing nature of accounting standards and their developments 
overtime; recognition of qualitative principles, in particular, relevance and faithful 
representation; along with the quality of audit: all impact the quality of financial reports. The 
move from local accounting standards to IFRS has arguably improved financial reporting 
quality (Barth et al., 2008, Chen et al., 2010, Leuz et al., 2003). As a result, it is harder for 
accountants to practice earnings management or be less transparent in their ethical decision 
making. This impact is mediated by factors such as the effectiveness of regulatory oversight. 
Others suggest that the quality of financial reporting is improved by the existence of a 
Conceptual Framework, the quality of the accounting standards, and the independence of 
auditors (Jonas and Blanchet, 2000). Financial reporting quality is represented by adherence to 
qualitative characteristics (i.e. relevance, faithful representation) of financial accounting 
information, which has been addressed over time by advances in financial reporting regulatory 
change (Beest et al., 2009b, Jonas and Blanchet, 2000, McDaniel et al., 2002). The link 
between the usefulness and fair value of accounting information (Hirst et al., 2004, Koonce et 
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al., 2011), between the internal control quality and the risks associated with publishing 
information for external audit (Beretta and Bozzolan, 2004, Dobler et al., 2011), is also linked 
to accounting quality.  
Alone, these methods do not provide a complete assessment of accounting quality (Braam and 
Beest, 2013). Instead, such an assessment is the measure of financial reporting quality based on 
empirical measures of EM such as discretionary accruals or income smoothing analysis (see, 
for example,  Healy and Wahlen, 1999, Dechow et al., 1995, Ogneva, 2012), combined with 
non-financial information (i.e. fundamental characteristics of accounting information) (see, for 
example, Healy and Wahlen, 1999, Tucker and Zarowin, 2006). Therefore, the present study 
uses a combination of different factors (i.e. accounting standards, fundamental characteristics 
of accounting information, audit quality) and accountants‟ perception of EM to study 
accountant‟s perception of financial reporting quality. Underlying the factors that contribute to 
financial reporting quality is the notion of ethical decision making. The ethical environment 
enhances understanding of EM, and of the issues associated with moving beyond acceptable 
discretionary judgment to misleading stakeholders and not providing reports that are relevant 
or faithfully represent financial information, thus potentially influencing contractual outcomes 
(Healy and Wahlen, 1999). An ethical decision-making process comprises four steps - ethical 
awareness, ethical judgment, ethical intention, and ethical behavior – with each contributing to 
ensuring that EM practices meet ethical standards expected by the accounting profession and 
community of stakeholders. Furthermore, the cultural environment in which accountants 
operate is also an important element. Each of these concepts is discussed in turn throughout 
this chapter.  
In the section 2.2 that follow, financial reporting quality is initially discussed. The aim of 
Section 2.2 is to highlight the attempts that have been made by the profession to ensure 
consistency and transparency in reporting across all jurisdictions, to mitigate the potential for 
dysfunctional reporting through earnings management.  
2.2 Financial reporting quality  
While prior studies have used various factors (accounting standards, audit quality and 
independence, qualitative characteristics of financial accounting information, and EM), 
separately or combining any two of these factors (Jonas and Blanchet, 2000, Braam and Beest, 
2013, Hirst et al., 2004, Koonce et al., 2011, Barth et al., 2008, Beest et al., 2009a, Dobler et 
al., 2011), each have analyzed financial reporting quality in isolation. It is proposed that 
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studying a combination of factors will provide a more comprehensive understanding of 
financial reporting quality. Each of the factors that contribute to financial reporting quality is 
now discussed in Sections 2.2.1, 2.2.2 and 2.2.3.  
2.2.1 Accounting Standards  
Accounting standards are critically important to financial statement quality. Levitt (1998) 
compared accounting standards to a camera photographing the company: “Good standards, like 
a good camera, produce sharper, more accurate pictures. Weak standards, like a bad camera, 
are unreliable” (p. 2). In other words, an important factor in deciding the quality of financial 
reporting is the quality of accounting standards, as good accounting standards can prevent 
unethical decision making and lessen the practice of EM.   
In 2002, the IASB and the Financial Accounting Standards Board (FASB) cooperated to 
develop a Conceptual Framework which sought to incorporate financial reporting objectives, 
to define financial statement elements, and to identify the core components with which 
accounting standards should be built. In 2008, these two bodies published a document entitled, 
'An Improved Conceptual Framework for Financial Reporting', which provides a basis upon 
which to develop accounting standards. As a result of the new conceptual framework, the 
quality of accounting standards was expected to be higher, resulting in better financial 
reporting information for assisting ethical decision making and less earnings management 
practice (Beest et al., 2009b).  
The move from local accounting standards to IFRS has also been argued to influence financial 
statement quality (Daske et al., 2008, Eccher and Healy, 2003, Jermakowicz, 2004, Veneziani 
and Teodori, 2008). It has been proposed that the adoption of IFRS might not guarantee the 
same quality of financial statements across different countries (Daske et al., 2008). This could 
be explained by the possibility of full IFRS adoption in the countries but without the levels of 
compliance needed to support consistent quality. (Mir and Rahman, 2005). Some authors 
argue that fully adopting IFRS in some developing countries may not be appropriate because 
of the state of the economic environment in those locations. (Abdelsalam and Weetman, 2003, 
Irvine and & Lucas, 2006, Zeghal and Mhedhbi, 2006). The lack of professional 
accountants  (Narayan and Godden, 2000), or economic resources to apply fair value may also 
be an issue in some developing countries (Carmona and Trombetta, 2008). Furthermore, to 
discover the effect of IFRS on the quality of FS, Chen et al. (2010) conducted research on 15 
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EU countries to compare FS before and after adoption of IFRS. By examining financial reports 
of public companies across 15 European countries in the period from 2000 to 2007, Chen et al. 
(2010) identified a general increase in the quality of financial reporting after the 
implementation of IFRS. Chen et al. (2010) provides four explanations for why the application 
of IFRS can impact accounting quality. The first two reasons are related to the nature of IFRS, 
which offer fewer accounting options for management, and are less ambiguous compared to 
national accounting standards. The third reason is that international investors are more familiar 
with the IFRS format, and hence it is easier for stakeholders to monitor managers through the 
financial statements; which, as a result, may lead to improvement in financial reporting quality. 
The final reason is that, as auditors are generally in favor of IFRS adoption, the 
implementation of IFRS can provide auditors with extra incentives to perform their work more 
thoroughly. 
Eccher and Healy (2003) compared financial statements prepared on IFRS versus Chinese 
accounting standards, and found that those based on IFRS are not more value-relevant and 
useful than those based on Chinese standards. Eccher and Healy (2003) found several reasons 
for this. Firstly, this is because developing countries do not have a sufficient infrastructure to 
enforce the application of IFRS; and thus, in some instances, IFRS is not used appropriately in 
accounting treatments and reports regarding accounting judgments. This has contributed to 
unethical decision making and EM manipulation (Barth et al., 2006, Cai et al., 2012). 
Secondly, there is no difference in the explanation of earnings between local accounting 
standards and IFRS in relation to future cash flows or stock price changes; therefore, from this 
perspective, IFRS bring no benefit to financial reporting over local accounting standards. 
Furthermore, Ball et al. (2003) and Beest et al. (2009b) argue that IFRS adoption will not 
always enhance financial reporting quality because there is more room for interpretation of the 
standards than the rule-based standards of many countries such as the US (Ball et al., 2003, 
Ball, 2006, Jeanjean and Stolowy, 2008).   
Barth et al. (2008) conducted similar research to study the quality of FR of 1,896 firms across 
21 countries for the period between 1994 and 2003. They found, using empirical measures of 
EM, that businesses that applied IFRS, overall, had better quality of financial statements 
compared with the businesses that did not apply IFRS (i.e. used domestic accounting 
standards). However, these differences were not always statistically significant. Similarly, 
based on the study of German firms between 1999 and 2001, Van Tendeloo and Vanstraelen 
(2005) report that, after eliminating the effects of EM, companies that volunteered to 
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implement IFRS had a greater amount of discretionary accruals, and a weaker inverse 
relationship between accruals and cash flow, in comparison with firms that followed the 
German GAAP, thus leading to better FS quality. 
A common assumption among scholars is that the quality of IFRS is generally higher than 
national accounting standards (Barth et al., 2008, Leuz et al., 2003). Supporters of IFRS 
adoption such as Leuz et al. (2003) and Daske et al. (2008) argue that a compulsory system of 
financial reporting assessment and disclosure can better present the company's financial 
situation and economic performance, thus increasing financial reporting quality. 
Several researchers, such as Holthausen (2009) and Burgstahler et al. (2006), have presented 
contrasting points of view on this issue. They have confirmed beyond doubt that accounting 
standards have an important influence on overall FR quality in a given country; but find that 
the quality of accounting standards is by no means the sole determinant (Burgstahler et al., 
2006, Holthausen, 2009). Holthausen (2009), when measuring the quality of financial 
reporting, found that explanatory factors included management incentives, audit quality, and 
the implementation of laws, as well as other organizational characteristics (Holthausen, 2009). 
Ball et al. (2003) also note that accounting standards are not the sole determinants of financial 
statement quality, and highlight that high-quality accounting standards do not necessarily 
produce high-quality financial statements. Such a view is evidenced by the fact that, while 
financial statements from Hong Kong, Thailand, and Malaysia are prepared based on IFRS or 
common law standards (UK, US or International Accounting Standards (also known as IAS)), 
the quality of these FS is generally viewed by investors as being low (Holthausen, 2009, Chen 
et al., 2010). Ball et al. (2003) analysed potential reasons for this, and conclude that underlying 
economic and political incentives influence managers and auditors, and that these cannot be 
controlled entirely by accounting standards. 
2.2.2 Fundamental characteristics and financial reporting quality  
In addition to accounting standards, the fundamental characteristics of accounting information 
are also commonly used in the literature to evaluate the quality of financial reporting (Jonas 
and Blanchet, 2000, Braam and Beest, 2013, Kadous et al., 2012). Specifically, the 
characteristics used to evaluate financial reporting are, understandability, comparability, 
timelines, relevance, and faithful representation (Beest et al., 2009b).  
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Beest et al. (2009b) define relevance as the power of financial report information to affect its 
users' decisions; and it is measured in terms of predictive value (the capability to forecast 
forthcoming income based on historical data) and confirmation value (the influence of 
financial information on the present expectation of financial report users). IASB (2010) 
defined relevance as the possibility of financial reporting information having impact on the 
decision-making of financial report users: “financial information is capable of making a 
difference in the decisions if it has predictive value, confirmatory value, or both” (IASB, 2010, 
p. A33). Jonas and Blanchet (2000) refer to relevance as the disclosure of non-financial 
information regarding business opportunities and risks; and relevance is important because it 
provides insight into possible future situations for the company.  
Faithful representation, according to IASB (2008), requires that the information in financial 
reports must truly reflect the business' financial situations: that is, that it must satisfy the 4 
criteria, of completeness, neutrality, freedom from material error, and verifiability (Jonas and 
Blanchet, 2000, Kim et al., 2011, Gaeremynck and Willekens, 2003). 
Beest et al. (2009b) propose a method of assessment of faithful representation by examining 
items on financial statements that were associated with the likelihood of misrepresented 
information, including reasoning behind the assumptions, estimations, discussions for choices 
of accounting methods, accountant's intentions, unqualified auditor reports, and corporate 
governance statements. Beest et al. (2009b) opine that the information is faithfully presented 
when it is “free from bias” (p. 12). Therefore, it is essential to examine the arguments provided 
for the different estimates and assumptions made in the annual report (Jonas and Blanchet, 
2000).  
Beest et al. (2009b) suggest that faithful representation can also be measured by an unqualified 
auditor's report. Furthermore, an auditor's report adds value to the financial statement quality 
by providing assurance that the financial statement presents information faithfully 
(Gaeremynck and Willekens, 2003). Similarly, Ewert and Wagenhofer (2005) found that better 
quality financial statements result from applying accounting standards that require recognition 
of amounts that are intended to faithfully represent a ﬁrm‟s underlying economics. Better 
quality financial statements also result from being less subject to opportunistic managerial 
discretion. In addition, high quality financial statements also are less likely to possess errors in 
estimating accruals; therefore, FS using IAS are more value relevant (Leuz et al., 2003, Lang et 
al., 2006, Maines and Wahlen, 2006).  
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Although the users of financial statements do not view relevance and faithful representation as 
two independent elements (Kadous et al., 2012), these characteristics are still seen as the 
widest scale for evaluating the quality of financial reporting. The fundamental characteristics 
(relevance and faithful representation) are much more important than other characteristics (for 
example, understandability, comparability, timelines), in the sense that fundamental 
characteristics contribute significantly to the quality of FR, while other characteristics alone 
are not sufficient to evaluate the quality of FS (Beest et al., 2009b).  
As will be discussed later in this chapter, ethical decision-making processes and the propensity 
for EM are linked with the extent to which accountants strive for relevance and faithful 
representation of the accounts.  
2.2.3 Audit and financial report quality 
In addition to accounting standards and the fundamental characteristics of financial 
information, the present research also used participants' perspectives regarding audit quality to 
evaluate their perceptions of FR quality. The influence of audit quality over financial 
performance and financial reporting quality has attracted interest from Westerner researchers, 
and it has been shown that a relationship exists between audit quality and the company's 
financial performance (see, for example, Palmer, 2008).. Furthermore, the auditor is 
responsible for ensuring that financial statements are appropriately prepared in accordance 
with accounting regulations (Francis and Wang, 2008), which leads to increased investor 
confidence (Francis and Wang, 2008). Overall, audit quality serves a crucial function in 
maintaining the market's efficiency, because audits provide assurance for the reliability and 
honesty of financial reporting, which is vital for a well-operated market. Furthermore, audit 
quality supports the prudent oversight and preservation of market confidence, and helps to 
assure financial stability (Ziaee, 2014). Given the importance of audits, it is therefore critical to 
account for accountants' faith in audit quality when considering their perceptions of FR quality 
in general.  
When discussing the relationships between financial statement quality, audit quality, and 
disclosure quality, Palmer (2008) posited that auditor quality directly influences the quality of 
financial reporting, and that better quality of audits is also associated with better quality of 
disclosures (Palmer, 2008). In his research, Palmer (2008) measured the quality of disclosures 
required by AASB 1047 between Big 4 and non-Big 4 audit firms. While Palmer (2008) notes 
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that disclosures under AASB 1047 (Disclosing The Impacts of Adopting Australian 
Equivalents to IFRS) are mandatory, he claims that the information released by each company 
is determined by the company, not by AASB 1047. Thus, the extent and the quality of 
disclosures is, in effect, voluntary (Palmer, 2008, Lang and Lundholm, 1993). Palmer (2008) 
found that financial reports that are audited by higher quality auditors would have better 
quality disclosures in both extent and quality. In most cases, larger audit firms tend to 
encourage their clients to provide comprehensive disclosures in order to preserve their 
reputation (Craswell and Taylor, 1992, Kelton and Yang, 2008, Barros et al., 2013). Clarkson 
et al. (2003) also argues that, the more information is explained in the disclosures, the easier it 
is for the reader to understand the financial statement and the corporate financial situation. 
Other factors that influence the quality of audits are auditors' expertise and reputation, as well 
as the audit process, and external circumstances (Ziaee, 2014). 
Although there were several major corporate scandals connected to large audit firms (for 
example, the Enron scandal, involving Arthur Andersen), research generally confirms that Big 
4 firms provide higher quality audits than do non-Big 4 firms (DeAngelo, 1981, Francis, 2004, 
Simunic and Stein, 1987, Choi et al., 2008). Prior researchers argue that firm size has positive 
correlations with higher audit quality (Becker et al., 1998, Myers et al., 2003).  
DeAngelo (1981) and Francis (2004) explain the various reasons for this. Firstly, large 
international auditors have established brand-name reputations and therefore have incentives to 
protect their reputation by providing high-quality audits (Francis, 2004, DeAngelo, 1981). 
Secondly, auditors‟ reputations may be at risk if they are associated with firms whose reporting 
practices are perceived as being of lower quality (DeAngelo, 1981). DeAngelo (1981) also 
argue that, due to their scale, major audit firms can afford to lose clients to maintain their 
quality of work. DeAngelo (1981) also supports the use of audit firm size as a measurement for 
audit quality, because the authors believe that big audit firms with more clients can divide the 
total revenue goals among their clients. Furthermore, Tritschler (2014) explain that the scale of 
audit firms is related to their quality, because while smaller firms might compromise their 
ethics to win a bid and get clients, major firms such as the Big 4 can't violate their principles 
because they need to protect their reputation (Tritschler, 2014).  
In addition, Simunic and Stein (1987) expand on DeAngelo (1981) to explain that, given that 
the Big 4 auditing firms operate worldwide, they need to establish and uphold a consistent 
global reputation. This uniformity is achieved through standardisation of employees' training 
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and universal employment of the same auditing methods. From this point of view, it is 
expected that, in terms of financial reporting quality and accounting conservatism, the conduct 
of Big 4 firms across different countries would be the same.   
Choi et al. (2008) report that, in countries with strong investor protection laws, the likelihood 
of Big 4 clients reporting losses is higher than clients audited by smaller firms. However, when 
investor protection is very weak, the study found no systematic difference between the two 
groups of auditors, as well as no evidence supporting the claim that investor protection has any 
impact on whether clients of non-Big 4 firms would report losses. Nevertheless, the results of 
Francis and Wang (2008) suggests that the effect of investor protection on financial reporting 
quality is not direct, but rather experienced through the medium of auditors' enforcement. 
 Rahmina and Agoes (2014) conclude that audit firms' independence and size are both 
positively related to the influence of audit quality over financial performance. In contrast with 
the above argument, Van Tendeloo and Vanstraelen (2005) also found that the quality of audits 
between Big 4 and non-Big 4 audit firms did not differ, for private companies in the EU. 
The issues that draw auditor attention to the quality of financial reporting relate to the internal 
environment, culture, ethical values, and propensity for EM, which issues are of particular 
interest for the present study. This is because the issues that draw auditor attention should also 
be issues that draw the attention of the practicing accountant, and relate to the extent to which 
ethical accounting decision making enhances financial reporting quality and satisfies standards 
associated with high quality auditing. Before discussing EM, the notion of ethical decision 
making is now discussed. This is followed by more detailed discussion of the definition of EM 
and how it has been explored in the literature.   
2.3 Ethical Decision Making  
As shown above, while linking EM with ethical decision making might indicate that all EM is 
unethical, in practice this is not the case (Healy and Wahlen, 1999). Ethical decision making 
plays an essential role in the faithful representation of financial information. Ethical behavior 
is expected to underlie the role of the accountant while being upheld by the accounting 
profession. Corporate scandals such as Enron (2001) and WorldCom (2003) brought a new 
level of concern and interest into the study of corporate behaviour and governance, resulting in 
a significant increase in the amount of research being conducted into ethical decision making 
(O‟Fallon and Butterfield, 2005) 
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The ethical decision-making process comprises four inter-related stages: (1) ethical awareness; 
(2) ethical judgement; (3) establishment of ethical intent; and (4) engagement in ethical 
behaviour (Jones, 1991, Barnett and Valentine, 2004, Rest, 1986). The four steps model, 
shown in Figure 2.1. below, was adapted from models presented by Rest (1986) and Jones 
(1991).   
Characteristics 
of the Ethical 
Issue 
Ethical
Awareness
Ethical 
Judgment
Ethical 
Intention
Ethical 
Behavior 
Environment
Social, Cultural, 
Economic, 
Organizational 
 
Figure 2.1: Ethical decision-making model adapted from Rest (1986) and Jones (1991) 
Ethical awareness occurs when an individual is able to recognise that a certain situation 
contains a moral issue, and that his or her behaviour can potentially affect others (Rest, 1986). 
Ethical judgment is defined as a belief of the “goodness or badness of an action” (Hunt and 
Vitell, 1986, p. 5). Ethical judgement can also be understood as the individual deciding that a 
particular course of action is either “right or wrong” (Trevino, 1992, p. 445). Ajzen and 
Fishbein (1980) define ethical intention as „the motivational factors that inﬂuence a behaviour; 
they are indications of how hard people are willing to try, of how much of an effort they are 
willing to exert in order to perform the behaviour‟ (p. 181). In addition, Hunt and Vitell (1986) 
state that ethical intention is the likelihood that any particular alternative will be chosen over 
other options (p. 5). Dubinsky and Loken (1989) write that ethical intention is “the individual‟s 
subjective probability that he or she will engage in the behaviour” (p. 85). However, intention 
may not lead to action; hence, the last step in the model is the decision maker engaging in 
moral behaviour.  
A limited number of studies, such as Leitsch (2004), Zhang et al. (2009), Sweeney et al. 
(2010), and Shawver and Clements (2014), have investigated ethical awareness and intention 
in accounting. Ethical judgement has been studied extensively in other disciplines with a focus 
on marketing (Bartels, 1967, Hunt and Vitell, 1986, Singhapakdi et al., 2013), IT (Wagner and 
Sanders, 2001), or ethics in a general business context (Rest, 1986, Trevino, 1992, McMahon 
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and Harvey, 2007, Stedham and Beekun, 2013). In accounting, there have been a number of 
studies looking at the ethical judgement of accounting students (Nguyen and Biderman, 2008, 
Kaplan, 2001) or professionals (Ponemon, 1990, Cohen et al., 1996), or a combination of 
students and professionals (Fischer and Rosenzweig, 1995, Cohen et al., 2001); but relatively 
few studies have investigated ethical awareness or ethical intention. The present study attempts 
to narrow this gap. Below a review of the few studies examining the ethical decision-making 
process and its various stages is presented.  
Nguyen and Biderman (2008) studied the relationship between ethical judgment and ethical 
intention, using three short case vignettes in the retail, sales, and auto repair contexts. The 
structural models of the relationship between ethical judgment and ethical intention revealed 
that ethical intentions were more highly related to the situation stated in the scenarios than to 
ethical judgment. This implies that participants evaluated their intention of whether or not to 
conduct the action as depending more on the seriousness of the situation outlined in the 
scenarios than their judgment of whether the situation was ethical or unethical. 
Cohen et al. (2001) studied differences in ethical awareness, orientation, and intention, 
between two groups, Canadian university business students, and professional accountants, 
when performing questionable accounting acts across eight scenarios. They define ethical 
awareness as “the extent to which respondents felt that a particular action was unethical 
according to each of several ethical criteria” (p. 319). Ethical orientation is defined as the 
“overall morality of an action” (p. 319), and ethical intention as “the extent to which a 
respondent perceives that s/he would perform the action”. They found no statistically 
significant differences between two groups of student participants in different scenarios in 
regard to ethical awareness and ethical orientation. This suggests that education levels at a 
student level (whether new students or seasoned) had minimal effect on ethical awareness. 
However, professional accountants viewed the situation as being unethical. There was a 
statistically significant difference in ethical intention between the two groups of participants. In 
addition, they also found that ethical awareness strongly predicted ethical intention. Ponemon 
(1990) investigated the influence of experience, position and education on ethical judgement in 
accounting firms. He found that the position has influence on ethical judgment: for example, 
staff and supervisory had increased capacity for ethical reasoning; while this capacity was 
decreased in managers and audit partners.  
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It is also important to note the approaches taken in this literature to the measurement of the 
different dimensions of ethics. This is discussed in detail in the following sub-section.  
2.3.1 Ethical measurement – Multidimensional ethics scale 
The multidimensional ethics scale (MES) was developed originally by Reidenbach and Robin 
(1990) with a focus on creating an ethics scale for marketing in the US. When reviewing the 
moral philosophy literature, Reidenbach and Robin (1990) noted five major dimensions to the 
ethical/unethical construct: Justice, Relativism, Egoism, Utilitarianism, and Deontology. When 
developing the MES, Reidenbach and Robin (1990) worked from the assumption that ethical 
judgement is a multidimensional construct where individuals use “more than one rationale in 
making ethical judgement” (p. 639); hence, it is important to have multiple items to measure 
different individual perspectives on one ethical issue. Reidenbach and Robin (1990) considered 
that, by using MES, the researcher can go beyond „what‟ participants understand about an 
ethical issue, to investigate the 'why'.  
MES has been used extensively in the literature to measure ethical judgement (Barnett and 
Valentine, 2004, Nguyen and Biderman, 2008, McMahon and Harvey, 2007, Cohen et al., 
2001, Heinz et al., 2013). The advantage of using MES is that MES uses specific ethical 
dimensions of justice, deontology, and relativism; moreover, MES can be set in a specific 
professional context (Cohen et al., 2001). McMahon and Harvey (2007) also emphasise their 
reason for choosing MES: “single-item measures are suspect due to a reliability issue” (p. 
340), whereas MES has been tested for validity and reliability (Cohen et al., 1996). According 
to Chen et al. (2012), MES allows the researcher to choose certain relevant ethics questions to 
include in the research, and as result enhances the focus of the study and reduces the 
completion time of the questions. 
The original MES included 33 items containing five popular philosophies: Egoism, 
Utilitarianism, Justice, Relativism, and Deontology (Reidenbach and Robin, 1990). After the 
process of exploratory factor analysis, these items were then reduced to 8 items measuring 
three dimensions: Moral Equity, Relativism, and Contractualism (Reidenbach and Robin, 
1990). The Moral Equity dimension combined three philosophies to measure individual 
perceptions of justice (Just/Unjust, Fair/Unfair), deontology (Morally Right/Not Morally 
Right) and relativism (Acceptable/Unacceptable to my family). The relativist construct 
dimension measures the perception of what is right and what is wrong from a cultural 
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perspective (culturally/traditionally acceptable or unacceptable). The items used to measure 
Utilitarianism and Egoism were dropped, because by conducting the factor analysis, the 
differentiation between these items and Utilitarianism and Egoism items is limited 
(Reidenbach and Robin, 1990).  
Cohen et al. (1993) and Cohen et al. (1996) refined and modified the MES from being a 
marketing-specific to an accounting-specific tool for ethical measurement; it was also adapted 
from being American-centric to being applicable to a broader geographic and cultural 
distribution. The MES was developed by Cohen et al. (1993) and Cohen et al. (1996) using 
accounting ethical dilemma scenarios, instead of general marketing scenarios as used in the 
original MES developed by Reidenbach and Robin (1990). The dilemmas designed by Cohen 
et al. (1993) and Cohen et al. (1996) were changeable to fit in with their research context. 
According to Cohen et al. (1996), MES is an effectivetool to measure the ethical decision-
making designed by Rest (1986) or Jones (1991). As such, MES as applied in the present study 
will be discussed further in Chapter 4.  
Ethical reasoning and measurement thereof can influence or be influenced by management 
approaches to EM, as discussed in Section 2.4.  
2.4 Earnings Management 
2.4.1 Definition and types of earnings management 
In general, EM conducted within accounting standards is legally acceptable, as accountants 
and managers are allowed to exercise judgement in their financial statements in areas such as 
depreciation, bad debts, asset impairments, working capital management (i.e. inventory level, 
receivable policies), advertising, and maintenance policy. However, the accounting judgements 
need to be based on acceptable accounting methods: for example, depreciation needs to follow 
acceptable depreciation methods (Healy and Wahlen, 1999). 
Two widely accepted definitions of EM are as follows: 
EM occurs when managers use judgement in financial reporting and in structuring 
transactions to alter financial reports to either mislead some stakeholders about the 
underlying economic performance of the company, or to influence contractual 
outcomes that depend on reported accounting numbers (Healy and Wahlen, 1999, p. 
368).  
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… a purposeful intervention in the external financial reporting process, with the intent 
of obtaining some private gain (as opposed to, say, merely facilitating the neutral 
operation of the process) (Schiller, 1989; as quoted in Dechow and Skinner, 2000, p. 
92).  
While these EM definitions describe EM from different angles, they both come to the same 
point: EM happens when accountants manipulate financial statements in order to meet 
managerial or personal goals (Healy and Wahlen, 1999).  
Furthermore, Healy and Wahlen (1999) also highlight the problem of information asymmetry, 
whereby managers and accountants will have access to information that outside stakeholders 
do not have, which means that EM activity would not necessarily be readily transparent to 
outsiders.   
In further defining EM, the terms „creative accounting‟ and „earnings management‟ have been 
used. They are synonymous with EM, but are different from „financial statement fraud‟ 
(Gowthorpe and Amat, 2005). 'EM' is more commonly used in the US, whereas „creative 
accounting‟ is more commonly used in Europe. Gowthorpe and Amat (2005) define creative 
accounting as “using the flexibility in accounting within the regulatory framework to manage 
the measurement and presentation of the accounts so that they give primacy to the interests of 
the preparers not the users” (p. 5). They emphasise that accounting approaches are only legal if 
they comply with accounting standards, and that a breach of accounting standards constitutes a 
violation of company law. 
Financial fraud is a more extreme version of EM (Grasso et al., 2009). Jones stated that “the 
use of fictitious accounting transactions or those prohibited by generally accepted accounting 
principles gives the presumption for fraud which becomes proved after an administrative or 
court proceeding” (Jones, 2011, p. 7). Grasso et al. (2009) define financial statement fraud as 
the deliberate misrepresentation, misstatement or omission of financial statement data for the 
purpose of misleading the reader and creating a false impression of an organisation's financial 
strength (Grasso et al., 2009). Accordingly, the distinguishing factor between EM and financial 
statement fraud is that financial statement fraud involves deliberate violation of accounting 
standards (and is therefore illegal), whereas, with EM, the accounting approaches are 
technically compliant with accounting standards even if there is still an intention by 
management to influence financial statement users‟ perceptions of the company (Grasso et al., 
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2009, Merchant and Rockness, 1994). Senior management is usually centrally implicated in 
financial statement fraud, because financial statements are signed off at the management level 
(Lane and O‟Connell, 2009). Most fraudulent financial reporting could be characterised as EM, 
but not all EM can be considered fraudulent (Grasso et al., 2009). For example, changing the 
depreciation method from straight-line to the reducing balance method for plant, property and 
equipment reduces the depreciation charge, which leads to higher profits. This activity is 
technically compliant with accounting standards, so while it would not be fraud, it may 
constitute EM if the change is mainly motivated by managers‟ desire to increase profits.  
Financial statement manipulation can be divided into two types: operating EM (OEM), and 
accounting EM (AEM) (Geiger and Smith, 2010). Geiger and Smith (2010) and Grasso et al. 
(2009) define OEM as being when accountants aim to attain businesses objectives by altering 
operational activities or actual business events: for example, increasing employees' working 
hours at year-end to push more sales into the current financial year (Merchant and Rockness, 
1994), delaying machinery maintenance schedules to reduce operational expenses (Geiger and 
Smith, 2010), or increasing the credit period to attract more sales. These activities clearly 
affect the cash flow and income of businesses (Merchant and Rockness, 1994). The goal of 
OEM is to reach a targeted financial result (such as income, expenses, assets, or liabilities) 
rather than to achieve organisational long-term objectives (Grasso et al., 2009).  
In contrast to OEM, AEM occurs when an accountant manipulates accounting transactions in a 
way that is within accounting standards (Merchant and Rockness, 1994). The goal of AEM 
may be to reach the targeted financial results within a financial period, rather than to report 
financial data reliably (Grasso et al., 2009). Geiger and Smith (2010) provide examples such as 
when an accountant intentionally moves figures into a different accounting period (for 
example, being aggressive in recognising revenue early), or intentionally increases or 
decreases accounts (for example, under- or over-estimation of inventory, overly optimistic 
estimation of bad debts, adjustment of the materiality level, overly optimistic valuations of 
assets), with the distinct aim of meeting managers‟ personal objectives (Geiger and Smith, 
2010). AEM is seen as being less acceptable than OEM (Grasso et al., 2009). 
The present study will utilize examples of both OEM and AEM to investigate Vietnamese 
accountants‟ perceptions of these two distinct EM categories.  
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2.4.2 Earnings management and financial reporting quality 
Despite the legality of many types of EM, these practices send out the wrong signal regarding 
company earnings, and hence compromise the quality of financial reporting (Shuli, 2011). In 
addition, the reliability of financial statements is affected, as well as the decision making of 
shareholders, banks, creditors, and other financial statements users. For instance, companies 
often prefer to report a stable income over the years rather than having, for example, an 
exceptionally positive profit for one year and poor performance for another year. To manage 
this, some companies use EM (for example, earnings smoothing) in their financial statements 
(Shuli, 2011). Thus, financial reporting quality is not only impacted by accounting standards, 
fundamental characteristics of accounting, and audit quality, but is also affected by the levels 
of incentives for EM (Holthausen, 2009, Braam and Beest, 2013). Thus, decisions relating to 
EM bring into play the notion of ethical decision making, as discussed in Section 2.4.3.  
2.4.3 The interrelationship between EM and ethical decision making 
The study of the relationship between EM and ethical awareness and ethical intention is not 
extensive in the literature (see, for example, Shawver and Clements, 2014). However, the 
relationship between ethical judgement and EM has been widely investigated by researchers 
(Merchant and Rockness, 1994, Fischer and Rosenzweig, 1995, Kaplan, 2001, Johnson et al., 
2012, Heinz et al., 2013). 
Merchant and Rockness (1994) conducted one of the first studies to investigate the ethical 
judgement of certain EM activities. Participants, including managers, corporate staff, operating 
unit controllers, and internal auditors, were asked to judge 13 scenarios (both OEM and AEM) 
as ethical or unethical. The study found that, in general, managers judged EM (both OEM and 
AEM) activities as being less ethical than did other participants, whereas internal auditors 
judged these activities most favorably (Merchant and Rockness, 1994). One reason for this 
might be that managers fear that EM performed for individual benefit would lead to bad 
performance evaluations. When EM is focused on increasing organizational performance 
rather than on individual benefits, some managers also feel that it is unfair when divisions 
practicing EM have better performance than ones that do not (Kaplan, 2001). Conversely, 
internal auditors do not have direct influence on the decision to implement EM, whether from a 
personal perspective or in terms of their corporate responsibilities (Kaplan, 2001). Kaplan 
(2001) also found that managers judge EM as being less ethical compared to other parties (i.e. 
shareholders).  
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In linking ethical decision making to EM, Kaplan (2001) examined ethical judgment in three 
different EM situations. Master of Business Administration (MBA) students were assigned 
roles as shareholders and managers when responding to EM scenarios. The findings showed 
that, firstly, in the shareholder role, participants judged both operating and accounting EM as 
being equally unethical. Secondly, on the other hand, consistent with the findings of Merchant 
and Rockness (1994) and Fischer and Rosenzweig (1995), „manager‟ participants judged the 
AEM scenarios as being more unethical than the OEM scenarios.  
Walker and Fleischman (2013) examined the influence of EM on ethical judgement and 
intention to intervene. They found that employees' actions were significantly related to ethical 
judgement and intention to intervene. In addition, they stated that specific EM situations 
(without stipulating which specific scenario) are generally more important, ethically, than the 
outcome for the organisation. It is also interesting to note that they found that finance or 
accounting employees are more sensitive to ethical issues than are staff in other areas.  
Heinz et al. (2013) examined the influence of accountants‟ personality variables on their 
judgements about EM. Although they do not explicitly study ethical intention, they do 
investigate the likelihood of engaging in EM activity, which in turn covers intention. They 
posit personality variables such as construal of self and regulatory focus theories to provide a 
much deeper insight into the judgement of an individual accountant. In the definition by Heinz 
et al. (2013), construal of self “focuses on individuals' notions of themselves in relation to 
others and can inﬂuence cognition, emotion, relationships, and motivation” (p. 304); whereas 
regulatory focus theory “distinguishes between two self-regulatory systems to pursue speciﬁc 
goals or desired end-states, namely, promotion focus and prevention-focus” (p. 305). Similar to 
the present study, Heinz et al. (2013) investigated in depth how participants judged specific 
situations as ethical or unethical and, as a result, how likely they are to engage in EM.  
However, to build on Heinz et al. (2013), the present research is focused on the ethical 
responses of the accountants to the ethical dilemmas contained in EM scenarios, after 
considering the impact of culture on these responses. Moreover, the present study looks at the 
situation in a non-Western environment, whereas most of the previous studies have been 
Anglo- or American-centric. Other aspects of the relationship between ethical judgement and 
EM were investigated by Johnson et al. (2012). They examined how different favourable and 
unfavourable organizational consequences inﬂuence managerial responses to EM. The study 
found that, overall, the ethical nature of an action had a significant influence on a manager‟s 
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ethical judgement of employees‟ actions and the associated intention to intervene: for example, 
managers are less likely to criticize employees if they are conducting EM, which benefits the 
organization. In addition, managerial influence is important because it affects lower-level 
employees (Johnson et al., 2012). Recently, Shawver and Clements (2014) investigated gender 
differences in ethical awareness, ethical judgement, and ethical intention, in an EM context. 
They found no significant differences between male and female professional accountants.  
The findings from prior research show that ethical responses toward EM were mixed across 
different scenarios. When EM is conducted for personal benefit, most studies show that 
participants acknowledge that it is unethical (see, for example, Greenfield et al., 2008, Jensen, 
2003). However, if it is undertaken for organisational benefit, there were mixed findings. Some 
studies found it to be considered ethical (see, for example, Elias, 2002), while participants in 
other studies considered it to be unethical (see, for example, Fischer and Rosenzweig, 1995, 
Kaplan et al., 2007).  
2.5 Cultural theory  
Broadly, „culture‟ has been defined as the values, beliefs, norms and behaviour patterns of a 
group (Leung et al., 2005), or “the collective programming of the mind which distinguishes the 
members of one group or society from those of another” (Hofstede, 1984, p. 82).   
The influence of culture on financial reporting has been studied in the accounting literature 
(Harrison and McKinnon, 1986, Gray, 1988, Tsakumis, 2007, Chand et al., 2012, Hashim, 
2012, Prescott and Vann, 2015), where each has recognized culture in varying ways. For 
example, cultural traits have been described at an individual level (Tsakamis, 2007), an 
organizational level (Gray, 1988), and at national level (Chand et al., 2012, Harrison and 
McKinnon, 1986). Cultural traits have also been extended from the individual to the social 
system of accounting and how accounting operates at a societal level (Harrison and McKinnon, 
1986). Within each of these different layers, specific behavioural traits have been identified, 
drawing on the work of cultural theorists, such as Hofstede‟s national cultural dimension 
(Hofstede, 2001), Global Leadership and Organisational Behaviour Effectiveness (GLOBE) 
theory (House et al., 2004), Schwartz‟s cultural values (Schwartz, 1999), and Trompenaars and 
Hampden-Turner cultural dimension (Trompenaars and Hampden-Turner, 1998).  
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2.5.1 The interrelationship between culture and financial reporting quality 
Research by Harrison and McKinnon (1986) was centred on the assumption that culture 
influences the values within the social system, and that this, in turn, influences the behavioural 
interactions of the society. They outlined a potential culture framework for analysing the 
changes in corporate financial reporting regulation and to evaluate the impact of culture in 
accounting. Similarly, Gray (1988) examined the differences in international corporate 
financial reporting systems using cultural factors. Based on Harrison (1993), Gray (1988) 
suggests that culture may be used to explain observed differences in international accounting 
systems. The accounting system, in turn, will influence the quality of financial reporting. He 
found that, at the sub-cultural level (i.e. culture in organization, profession or family), factors 
such as professionalism, uniformity, conservatism, and secrecy, may affect accounting 
systems. In addition, he found a relationship between cultural dimensions at the societal level 
and accounting systems.   
Following Gray (1988), Tsakumis (2007) examined the impact of an individual‟s culture 
instead of national culture, for accountants in Greece and the US. He concluded that the 
accounting values identified by Gray (1988) also influenced the accounting choices of 
individual accountants, meaning that accountants' understanding of accounting rules would be 
consistent with their cultural values. Consequently, it can be concluded that accountants in 
different countries will have different accounting judgments according to their cultural 
influences (Gray, 1988). To be specific, he found that it was unlikely that accountants in 
Greece would reveal the existence of contingent assets and liabilities, whereas US accountants 
would. He explained this finding by arguing that Greek accountants have a stronger preference 
for confidentiality and limitations on information disclosure than did their US colleagues. 
Tsakumis (2007) also suggests that a country's culture affects accountants' assessments 
regarding whether to disclose certain information in the notes to the financial statements, 
which might affect financial statements' usefulness across different nations, even using the 
same accounting standards. Similarly to Tsakumis (2007), Chand et al. (2012), using the 
cultural dimensions of Hofstede (2001) and Gray (1998), found that, compared to Australian 
accounting students, Chinese students were less inclined to reveal financial information. The 
authors explain that this finding may be because, in comparison with Australia, China scores 
higher in power distance orientation and long-term orientation, but lower in individualism and 
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masculinity. Hence, when it comes to financial disclosure, Chinese accounting students would 
lean towards secrecy.  
Prescott and Vann (2015) studied the effects of national culture on financial reporting in 
various nations. They concluded that accountants who come from various cultures understand 
and implement the same accounting rules in different ways, which reduces the expected benefit 
from a worldwide set of accounting standards; as a result, culture affects the quality of 
financial statements even when the statements are prepared according to uniform international 
standards. 
Cieslewicz (2014) studied 49 countries using the cultural dimensions in House et al. (2004). 
He considered different perspectives such as audit quality, accounting quality, financial 
standard quality, and quality of corporate governance. The study added to the literature that 
socio-economic factors do not affect a country's accounting system directly; instead, they 
impact organisations within that country, which would eventually influence the country's 
accounting. Therefore, accounting should not be considered as an independent factor from 
cultural and institutional influences. Cieslewicz (2014) also suggests that a long-lasting 
improvement in the quality of financial reporting cannot be achieved through merely adopting 
IFRS, due to the effects of cultural institutions. These results support the view that, if cultural 
attitudes and organisational factors are not improved, IFRS adoption will not necessarily lead 
to long-term increases in the quality of accounting (Cieslewicz, 2014). 
In summary, cultural dimensions such as power distance, individualism, and uncertainty 
avoidance, have been used by accounting researchers to study the impact of culture on business 
activities. These dimensions operate within organizations to influence financial reporting 
quality, and have been found to have a direct relationship to the propensity for EM (Doupnik, 
2008, Han et al., 2010), Guan and Pourjalali (2010). While Hofstede (2001), House et al. 
(2004), Schwartz (1999), and Trompenaars and Hampden-Turner (1998) have different labels 
for their various cultural dimensions, each reflect similar characteristics. In addition, each, 
despite their limitations, their cultural theories, or part thereof, has been used extensively in the 
literature
1
. Similar to these earlier studies, the present research draws on aspects of cultural 
theory and embeds the following key concepts, power distance, collectivism/individualism, 
and uncertainty avoidance, as potential factors influencing the quality of financial reporting 
                                                 
1
 Refer to Appendix 1 for a more detailed examination and criticisms thereof of the cultural theories. 
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through issues such as EM and (un)ethical decision making. Each of these three traits, or 
cultural dimensions, is discussed in Sections 2.5.2, 2.5.3 and 2.5.4.  
2.5.2 Power distance  
The concept of Power distance (PD) has attracted researchers throughout history. In China, 
around 500 BCE, Confucius studied hierarchical relationships, expressed through norms and 
duties, such as ruler-subject, father-son, and senior friend-junior friend. In the Western world, 
Pope Gregory VII, in the 11
th
 century CE, studied the secular power of the papacy; and 
Niccolo Machiavelli, in the 16
th
 century, explored the ways in which power can be used (Carl 
et al., 2004). This dimension has also been the subject of extensive research in the 20
th
 and 21
st
 
centuries (see, for example, Mulder, 1977, Hofstede, 1980, Schwartz, 1994a).  
'Power distance' is defined by Mulder (1977) as “the degree of inequality in power between a 
less powerful Individual and a more powerful Other in which „Individual‟ and „Other‟ belong 
to the same (loosely or tightly knit) social system” (p. 90). Based on prior research, Hofstede 
defines PD as a basic issue involved in human equality, and observes that “inequality can 
occur in areas such as prestige, wealth and power; and different societies put different weights 
on status consistency among these areas” (Hofstede, 2001, p. 75). Carl et al. (2004) define PD 
as “the degree to which members of an organisation or society expect and agree that power 
should be shared unequally” (Carl et al., 2004, p. 517). 
One of the first studies to explore high/low PD contexts was Mulder (1977) in the Netherlands. 
He found distinguishing indications between high and low PD, even though he did not 
specifically classify them as such. For example, a higher-power individual attempts to boost 
PD from a lower-power individual, or a lower-power individual tends to reduce the PD among 
themselves and to a higher-power individual.  
Hofstede (2001) studied high/low PD in the form of different hierarchical values (hierarchy 
and egalitarianism). He argued that unintentional dependence on roles that are enforced 
through authority is important to hierarchical PD. In contrast, low PD and egalitarianism focus 
more on collaboration and voluntary negotiation. 
Hofstede (2001), referring to PD within an organisation, emphasises the extent to which 
members feel that the power in the organisation is unequal. A high PD nation will see people 
as having different levels of importance; an organisation operates with power centralized, and 
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employees accept hierarchical order without further explanation. People in low PD cultures 
expect all to have equal power, and an explanation is needed when power is unequal (Hofstede, 
1984). An organisation in a lower PD nation operates with more discussion about decision-
making, and focuses on participatory management.   
According to Carl et al. (2004), one important element of high PD is that it is “clearly 
dysfunctional, as it pre-empts the society from questioning, learning, and adapting as there is 
little opportunity for debate and voicing of divergent views” (p. 559). Questioning a higher 
power is not encouraged. On the other hand, low PD allows for flexible distribution of power 
and for more participation. Carl et al. (2004) found that PD represented in a particular society 
has a significant and strong positive relationship with the hierarchical PD found in 
organizational practices of that society. They also found that Hofstede‟s PD index reflects 
societal PD practices more than it does values (Carl et al., 2004).   
A common element across all studies discussed here is that, in high PD contexts, orders tend to 
come from the superior, and in low PD contexts, there is more opportunity for discussion and 
participation between high and low-power members. This perspective provides the basis for 
the manipulation of the case vignettes in the present study.  
2.5.3 Collectivism and individualism  
Collectivism and Individualism (CI) have been identified in different cultures for thousands of 
years (Gelfand et al., 2004). In 500 BC, Confucius criticized people as being individualistic, 
and proposed and disseminated a „greater good‟ philosophy. Hammurabi, the king of 
Babylonia in the ancient Middle East (1792-1750 BC), created the world‟s first written law 
about collective general interest replacing individual interest (Gelfand et al., 2004). In the 19
th
 
century, the importance of individualism was developed in the French Revolution through 
Alexi de Toqueville, a French intellectual, who studied the rise of individualism through the 
new society of the United States (Bellah, Madsen, Sullivan, Swidler & Tipton (1985), as 
quoted in Gelfand et al., 2004).  
In the 20
th
 and 21
st
 century, out of all cultural dimensions, collectivism and individualism were 
the most commonly studied in the literature across many disciplines. Although Individualism 
and Collectivism were described using different terms, for example, as quoted in Gelfand et al. 
(2004), self-emphasis and collectivity (Parsons, 1949), mechanical and organic solidarity 
(Durkheim, 1933), individualism and collaterally (Kluckhohn and Strodtbeck, 1961), and 
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agency and community (Bakan, 1966), they all refer to members who are either focused on 
autonomous individuals or embedded in their groups (Hofstede, 1980, Triandis et al., 1986). 
Triandis et al. (1986) explored CI in nine countries, and found that individualism is 
characterised by self-reliance, separation from in-groups, and hedonism, while collectivism is 
characterised by interdependence and sociability. In 1995, Triandis argued that there are a 
large number of patterns for CI. For example, in individualistic cultures, an individual will 
make the decision whether or not to share resources; and the individual goals tend not to be 
correlated with in-group goals, but to focus on personal attitudes, personal needs and rights 
(Triandis, 1995). In contrast, in a collectivist culture the individual tends to share resources, 
and focus on goal congruence, and social behaviours are mainly formed around duties and 
obligations (Triandis, 1995). Trompenaars and Hampden-Turner (1998) have very similar 
terminology for CI. Individualism leaves people free to contribute to the community or 
organisation, and they are able to make decisions freely and lead their lives. Collectivism 
focuses on sharing benefits and the importance for the individual to act in a way consistent 
with ensuring that he/she will not bring shame or embarrassment to the collective. Hofstede 
(1984) views people in high individualism societies as tending to look after themselves and 
their families more than the community. In a collectivist society, people see the community as 
their extended family, and expect their government and their organisation to look after them, as 
they are part of this family. “The fundamental issue addressed by this dimension is the degree 
of interdependence a society maintains among individuals. It relates to people's self-concept: 'I' 
or „we‟” (Hofstede, 1984, p. 83). 
Gelfand et al. (2004) used slightly different labels than did Hofstede, „institutional 
collectivism‟ and „in-group collectivism‟, to mirror the CI dimensions in Hofstede‟s study. The 
society member in institutional collectivism encourages collaborative practice and collective 
reward and action (Gelfand et al., 2004). With institutional collectivism, the member assumes 
that they are highly interdependent with the organisation, and is willing to make personal 
sacrifices to fulfill the organisation's obligations and maximize the interest of the collective. 
Reward distribution is driven by group equity. In an in-group collectivism context, people 
assume that they are highly independent of the organisation, and so they focus more on 
individual goals, even at the expense of group loyalty. Reward and compensation are linked 
directly to the member‟s contribution to the task (Gelfand et al., 2004).  
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Despite the fact that Hofstede and Gelfand et al. (2004) used two different labels for these 
dimensions, the key characteristics of the two studies on the two dimensions are similar. As 
described above, individualism or low institutional collectivism focuses on how the member 
tends to look after themselves and benefits themselves, whereas in collectivism or high 
institutional collectivism settings members primarily care about the group‟s goals and rewards.  
This potential difference is one of the key factors taken into consideration in the design of the 
prsent study, as to date, no study has used the collectivist/individualist cultural traits proposed 
by Gelfand et al. (2004) as an input into investigate the relationship between EM and culture. 
The present study will use the term „collectivism and individualism‟ (CI) to describe the 
cultural setting.  
2.5.4 Uncertainty avoidance  
Uncertainty avoidance (UA) has been used extensively in the literature of various disciplines 
such as philosophy, maths, and social sciences (Sully de Luque and Javidan, 2004). The term 
'risk and uncertainty' have become common in the social sciences, stemming from Knight's 
1921 study (Re-published in 2012) (Knight, 2012). He studied different types of risk facing 
individuals in organisations, and concluded that different individuals have different levels of 
willingness to bear risk, thus influencing their entrepreneurial opportunities and decisions.  
Uncertainty is defined in several ways. Lawrence et al. (1967) define uncertainty as a lack of 
information about a cause-effect relationship. Cyert and March (1963) define UA as 
“accomplished by focusing on more predictable short-term environments and short-term 
feedback by arranging a negotiated environment” (p. 63). Risk is expressed as a percentage, or 
Schwartz (1999) probability, of a specific situation arising, and can be viewed as a special case 
of uncertainty (Wennekers et al., 2010). Two dimensions were found by Trompenaars and 
Hampden-Turner (1998): Universalism, and Particularism. Universalism can be defined as a 
clear separation of the world into black and white, right and wrong; as such, people prefer to 
have fixed contracts, agreements or commitments. Particularism involves paying attention to 
specific obligations of relationships, and members are more focused on agreement and more 
open to changing circumstances. From these definitions, it is possible to see that Universalism 
is linked with UA in Hofstede‟s dimensions.  
Schwartz (1999) studied Conservatism versus Intellectual and Affective Autonomy instead of 
high and low UA. He used the term „conservatism‟ to describe “a cultural emphasis on 
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maintenance of the status quo, propriety, and restraint of actions or inclinations that might 
disrupt the solidarity of the group or the traditional order (social order, respect for tradition, 
family security, wisdom)” (p. 27). Intellectual Autonomy describes individuals in society as 
being independent in pursuing their ideas and directions. Affective autonomy describes 
individuals as independently pursuing their affective activities in life, such as excitement and 
pleasure.   
Hofstede (2001) defines UA as follows: “Uncertainty-avoiding cultures shun ambiguous 
situations. People in such cultures look for structure in their organisations, institutions and 
relationships, which makes events clearly interpretable and predictable” (p. 148). If the country 
has a score indicating a high UA level, then its people would feel threatened by uncertainty and 
would try to reduce risk inherent in the environment, such as job security; and they would be 
inclined to have major issues with any deviation from rules and other formal systems. 
Moreover, people in high UA countries prefer to have stability in life (Weaver, 2001). People 
operating in weak UA cultures prefer a relaxed atmosphere and are more open to ambiguity 
and assuming risk. Accordingly, they do not welcome precise and explicit norms and ethics. 
Sully de Luque and Javidan (2004) define UA as “the extent to which members of collectives 
seek orderliness, consistency, structure, formalised procedures and laws to cover situations in 
their daily lives” (p. 603). Sully de Luque and Javidan (2004) also outline the characteristics of 
High UA people: these people rely on procedures and policies, establishing and following 
rules, and they also tend to verify communications via written documents. They deal with risk 
carefully and are highly resistant to change. Low UA people are more relaxed about taking 
risks and prefer minimal planning and control. These people also rely on informal interactions 
rather than on formal policies and rules (Sully de Luque and Javidan, 2004).   
Because there are many similarities in definitions and characteristics of UA among culture 
theories, the present research utilizes the most common UA characteristics: High UA people as 
being those who act because the action is based on rules and procedure; and Low UA people as 
being risk takers who are more relaxed with informal interactions and therefore more open to 
manipulation within the EM scenarios used in the present study. It is also worth noting that 
there are limited studies of EM to date that have used the cultural dimension theory represented 
in GLOBE, as per Sully de Luque and Javidan (2004), Gelfand et al. (2004) and Carl et al. 
(2004), as the basis for their study.  
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2.5.5 The interrelationships between cultural dimensions and ethical decision making  
Sections 2.5.5.1, 2.5.5.2 and 2.5.5.3 provide a broad picture of research that links culture with 
ethical decision making. Notwithstanding the limited studies in this area, the extant body of 
research reveals that culture has had a significant impact on the ethical decision-making 
process, thus making it an important factor for consideration in the present study.  
2.5.5.1 Effect of power distance on ethical decision making  
A number of studies (see, for example, Cohen et al., 1993, Smith and Hume, 2005, Vitell et al., 
1993) have investigated the influence of PD on the ethical decision-making process, both 
generally and in an EM context. It is expected that, in a high PD society, managers are seen as 
possessing higher-level authority, and therefore staff unquestioningly obey their managers, 
regardless of their personal views on the resulting actions (Smith and Hume, 2005). Cohen et 
al. (1993) also argue that, in many organisations, the accounting system operates in a pyramid-
shaped, “power-distance-enhancing format” (Cohen et al., 1993, p. 8), where staff are expected 
to unquestionably obey the manager. Notwithstanding these findings, this does not mean that, 
in a lower PD society, there is no influence of ethical behaviour on how accountants react to a 
high PD environment, but rather that ethical influence is lower (Vitell et al., 1993). 
Interestingly, Smith and Hume (2005) found that accountants from high PD countries did not 
agree more with questionable behaviour than did those from low PD countries. This finding 
may be because, when the accountants operate in a high PD society, their working 
environment also depends upon organisational norms and the hierarchy within their workplace. 
Mediating factors could include the requirement to follow the accountants' professional code of 
conduct, defined lines of authority, and specific job descriptions (Smith and Hume, 2005).  
In contrast to Smith and Hume (2005), Doupnik (2008) found that PD is closely related to EM 
behaviour. As quoted in Doupnik (2008), according to Hofstede and Hofstede (2005), “In 
large-power-distance countries, accounting systems will be frequently used to justify the 
decisions of the top power holder(s): they are seen as the power holder‟s tool to present the 
desired image, and figures will be twisted to this end” (p. 323). He also found that cultural 
dimensions explained the prevalence of two types of EM, which he defined as earnings 
smoothing and aggregate EM.  
The studies analysed above imply that ethical responses are different between individuals 
across varying PD cultures, and therefore their intent and behaviour are also different. Building 
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on this, the present study explores in depth how accountants' ethical awareness, ethical 
judgment, and ethical intention differ in response to High PD and Low PD cultural dimensions 
in an EM context.   
2.5.5.2 Effects of collectivism/individualism on ethical decision making  
CI is the dimension most commonly studied by researchers in the accounting literature (see, for 
example, Hunt and Vitell, 1986, Smith and Hume, 2005, Cohen et al., 1993). Similar to PD, CI 
also has also been found to have a significant effect on the ethical decision-making process. 
Hunt and Vitell (1986) argue that CI influences various stakeholders: for example, in a 
collectivist society, the individual often makes decisions based on the best outcome for the 
majority of people. The action or behaviour that is for the best of the organisation tends to be 
accepted by the individual willing to participate for communitarian motives in a collectivist 
society (Hunt and Vitell, 1986, Cohen et al., 1993, Smith and Hume, 2005). In contrast, in an 
Individualist society, the individual tends to make decisions based on what is best for themself. 
This is also confirmed by Blodgett et al. (2001), who found that people in an Individualist 
society have less concern and attention for stakeholders, because they tend to care more about 
their own benefits rather than those of other stakeholders. Hence, an individualist organisation 
should educate their employees regarding certain ethical and unethical behaviours, and in 
being more open and willing to support other stakeholders.  
In a collectivist society, there is a higher chance for accountants to cover up for their managers 
in an illegal situation, such as when the managers have accepted bribes (Cohen et al., 1993). 
Accountants or auditors in a collectivist society tend to not report the weaknesses of the 
company‟s internal control systems, because, as far as they are concerned, these issues belong 
to the company itself and should not be revealed to outsiders (Cohen et al., 1993).   
Shafer (2015) also found that accountants in an Individualist society are more likely to act 
according to individual goals and principles, regardless of whether the activities are of benefit 
to the organization or not. On the other hand, accountants in a collectivist society are more 
likely to agree with questionable behaviour which serves and protects the organisation's 
interests.  
CI was linked to EM in Doupnik (2008), which study predicted that the managers in countries 
with low levels of individualism and high levels of collectivism might be more inclined to use 
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EM in order to look after their organisation‟s stakeholders. Belski et al. (2008) found that it is 
also considered that practicing EM is more related to self-interest, and that it is less ethical than 
EM undertaken to increase efficiency for the organization. More recently, Han et al. (2010) 
examined whether culture and religion impact EM, using Hofstede‟s cultural dimensions. In 
both of these studies, they found that individualism was positively related to EM.  
Overall, there is a clear difference in peoples' behaviour in collectivist and individualist 
societies, in that collectivist societies tend to accept unethical behaviour if it is for the benefit 
of the community, while individualist societies are mostly focused on individual benefits. 
Expanding on prior studies, the present research embeds the differences of cultural dimensions 
into EM vignettes, to examine how culture differences influence accountants‟ ethical 
awareness, ethical judgments, and ethical intentions, when responding to grey areas such as 
EM.  
2.5.5.3 Effects of uncertainty avoidance on ethical decision making 
When investigating the relationship between UA and ethics, Blodgett et al. (2001) found that 
UA increased sensitivity toward the interests of the stakeholder. The reason for this is because 
high UA societies are inclined to prefer stability in life and to strictly follow rules and 
regulations; therefore, stakeholders' interests are highly protected. This also implies that low 
UA organisations should give clear guidance regarding which behaviours are acceptable or 
unacceptable (Blodgett et al., 2001). Furthermore, Vitell et al. (1993) propose that low UA 
societies are less likely to perceive unethical behaviour as being acceptable than are high UA 
societies. In other words, where there are fewer rules and regulations or codes of conduct, 
unethical behaviour is generally more widely accepted in high PD societies. This is later 
confirmed by Rallapalli et al. (1994) that a tendency for taking risks (proxy of low UA) is 
highly associated with unethical actions. 
Looking at the relationship between UA and accounting in general, if accounting rules and 
standards do not change fast enough to reflect new developments in the economy, this will 
create a gap in accounting standards, which will require professional judgement to be applied 
instead (Cohen et al., 1993). When this happens, auditors or accountants in low UA societies 
(for example, the US or the UK) will adapt better to the situation than will auditors or 
accountants in high UA societies such as Japan or Greece (Hofstede, 1984).   
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Cohen et al. (1993) observe that, in High UA contexts, company rules are less likely to be 
broken. The UA context also determines whether an individual is willing to tolerate the 
ambiguity of an outcome when going beyond the rules. UA also suggests that disagreement 
with rules implies higher tolerance for ambiguity, which means that violating the rules is 
acceptable, especially when doing so for the benefit of the company (Cohen et al., 1993). 
When applied to ethical behaviour in an accounting context, Cohen et al. (1993) argue that 
individuals in low UA contexts are less likely to accept consistent procedures; whereas, in high 
UA societies, members are highly focused on rules and ethical outcomes (Cohen et al., 1993). 
As a result, Cohen suggests that multinational companies should strongly consider the 
influence of cultural dimensions on employee ethical sensitivity and decision making. 
Awareness regarding cultural differences will support firms in directing employees' ethical 
behavior, to ensure the firm‟s reputation and professional credibility (Cohen et al., 1993).  
Han et al. (2010) argue that EM should be negatively related to the degree of UA, because 
accountants and managers in high UA contexts try to follow the rules (i.e. avoid practicing 
EM) to avoid any anxiety that may happen to their future life. In contrast, Callen et al. 
(2011)  argue that, because people in a high UA society prefer to have high security in life, 
they desire a high degree of control over their future, which leads to accountants and 
management practicing EM to protect their futures. It follows that EM is more likely to happen 
in a high UA country (Callen et al., 2011). However, the findings of Han et al. (2010) were in 
line with Callen et al. (2011), in that UA is positively related to EM; and this implies that the 
stronger the UA is, the more EM is practiced.  
Most studies confirmed that, in a High UA society, people prefer stability, and hence they 
prefer to follow rules and regulations (Cohen et al., 1993, Blodgett et al., 2001). Other studies, 
however, postulate that, because high UA societies prefer to have high control over the future, 
it is more likely that EM will be practiced (Han et al., 2010, Callen et al., 2011). The present 
study investigates the impact of UA in an EM context, to further explore these conflicting 
views and claims.    
Turning to the present study, similar to PD and CI, it is expected that accountants will respond 
differently to high and low UA situations. Therefore, the study examines the accountants‟ 
ethical awareness, ethical judgments, and ethical intentions, in responding to EM scenarios 
embedded with the key differences of high UA (accountants prefer to follow accounting rules 
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and regulations) and low UA (accountants are risk takers and prefer to make decisions quickly 
with the hope of gaining benefits).  
In conclusion, culture appears to have a significant influence on ethical decision making, 
especially in an EM context. As will be highlighted in the following chapters, the present study 
draws on the three most commonly used cultural dimensions, PD, CI and UA, as part of an 
investigation into EM and accountants‟ ethical responses.  
2.6 Conclusion 
This chapter has described the main concepts to be applied in the present empirical research. 
To begin, discussion on the relevant theories used to examine FR quality were examined. 
Previous studies show that the quality of FR can be examined using one or a combination of 
the following factors: the accounting standards used, the fundamental characteristics of 
accounting information, and the quality of audits employed. To give a more nuanced picture, 
the present study will draw on all these factors to measure the perception of FR reporting 
quality. The following sections reviewed the ethical decision-making process and the steps 
taken in that process. The concept of EM was covered next, along with EM-related areas 
relevant to this study. The accounting and organizational literature drawing on major cultural 
theories were detailed, with a focus on the three cultural dimensions of PD, CI, and UA. 
Following this, the cultural impact on FR quality was reviewed. Finally, the relationship 
between the three cultural dimensions and ethical decision-making was discussed.  
As a result of the literature review, various areas for further exploration have been identified.  
Firstly, it has been recognized that the steps of the ethical decision-making process, ethical 
awareness and ethical intention, have received scant attention from researchers by comparison 
to that for ethical judgement. This provides an opportunity to empirically extend prior research 
to cover this gap in the literature. Secondly, the practice of EM is a serious issue for the 
accounting profession, and further contributions, especially where the ethical decision-making 
process can be closely studied, will contribute to this body of literature. Thirdly, prior studies 
reveal that there is limited research on the three selected cultural dimensions (PD, CI and UA) 
and their links to ethical decision-making processes, in particular, ethical awareness, ethical 
judgments, and ethical intentions. Using a common theory of cultural dimensions drawn from 
Hofstede (2001), House et al. (2004), Trompenaars and Hampden-Turner (1998), and Schwartz 
(1999), the present study will investigate cultural influence on ethical decision-making in an 
EM context. These three cultural dimensions help to guide the examination of accountant‟s 
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perceptions for levels of ethical awareness, judgement, and intention. The next chapter builds a 
conceptual model for and explains the hypotheses explored in this study.  
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CHAPTER THREE: CONCEPTUAL MODEL AND HYPOTHESES 
3.1 Introduction 
This chapter aims, firstly, to introduce the conceptual model and present the proposed 
relationships that will be tested in this study. These relationships build on the findings of the 
literature review, and are designed to address the scant research that systematically examines 
the impact of earnings management (EM) on ethical awareness and ethical intention in 
accountants‟ decision-making processes. Secondly, there is minimal understanding of the 
impact of EM on the three steps of ethical decision making (Shawver and Clements, 2014). 
Thirdly, the use of cultural dimensions as „culture priming‟ methods (i.e. using cultural 
dimensions to manipulate case scenarios) (Oyserman and Lee, 2007) as a way to understand 
ethical decision making has not been widespread in the accounting literature. Fourthly, to the 
author‟s knowledge, no research has attempted to study the relationship between culture and 
the perceived ethicality of EM. Finally, no prior studies have examined the relationship 
between EM, culture, and the combination of ethical awareness, ethical judgment and ethical 
intention. Thus the overarching research goal of this study is to examine the relationship 
between culture and ethical responses toward EM, and the perception of how this impacts 
financial reporting quality within a developing country context. 
In the section that follows, a discussion of the conceptual model, developed to outline the 
relationship between the four constructs of interest, ethical response, EM, culture, and 
perception of financial reporting (FR) quality, is provided. Following this, a brief overview of 
the theoretical background to the conceptual model is provided. This is supported by more in-
depth discussion of the research hypotheses that emerge through the research objectives and 
research questions. These are supported by links to the relevant literature. This chapter 
concludes with an overview and predictions for each of the proposed hypotheses. 
3.2 Conceptual model 
The conceptual model used in this study (see Figure 3.1) was formulated based on the 
relationship between financial reporting quality, EM, culture, and accountants‟ ethical 
responses, as identified in the literature. This conceptual model specifically focuses on EM 
(OEM and AEM) activities, cultural dimensions, and the ethical decision-making process that 
influences perceptions of FR quality.  
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This section provides an overview of the relationships to be studied, which are later discussed 
in depth in the research hypotheses section. 
Perception of 
Financial Reporting 
Quality In Vietnam
Earnings 
Management 
Research Objective 3
Research Objective 1
Ethical 
Judgement
Ethical 
Intention
OEM
AEM
Research Objective 2R
. 
O
b
je
ct
iv
e 
1 Ethical 
Awareness
- Power Distance
- Individualism/Collectivism
- Uncertainty Avoidance
Cultural dimensions
Figure 3.1: Proposed Conceptual Model 
In recognising whether the quality of the financial statements is influenced by EM and culture, 
the starting point is to examine qualitatively the accountants‟ perceptions of financial reporting 
(FR) quality and some of their influences, namely, EM, and culture, to explore in more detail 
what accountants understand to be EM, their attitudes towards EM, and how cultural attributes 
may influence their perceptions of financial reporting quality. Hence, Research Objective 1 and 
associated Research Questions are as follows.  
Research Objective 1: To obtain accountants‟ perceptions of the quality of financial reporting 
and the potential impact of culture on financial reporting in Vietnam. 
In order to achieve this objective, the following three Research Questions were addressed: 
RQ1: How do accountants perceive the current state of financial reporting in 
Vietnam? 
RQ2: What do accountants understand to be earnings management? 
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RQ3: Do accountants believe that culture impacts on financial reporting and, if so, 
how? 
As indicated above, and further discussed in Chapter 4, Research Objective 1 is investigated 
qualitatively through interviews with accounting experts in the field. The interviews are 
designed to provide background data for Research Objectives 2 and 3. Research Objectives 2 
and 3 are investigated quantitatively via survey methods, with accountants‟ ethical awareness, 
ethical judgment and ethical intention as the dependent variables, and EM and culture 
dimensions as the independent variables.  
The second research objective is developed to study EM and ethics, and contribute to the 
dearth of literature exploring the impact of level of EM severity on ethical awareness and 
ethical intention. This research objective is designed to build on studies that examine ethical 
judgment responses to different levels of EM severity (Merchant and Rockness, 1994, Fischer 
and Rosenzweig, 1995, Geiger and Smith, 2010). While these studies found that ethical 
judgment was affected by the type of EM, the present study investigates whether accountants‟ 
ethical attitudes change with the level of EM severity, across different cultural contexts. To 
achieve this objective, the present study predicts that the severity of EM (OEM and AEM) 
impacts differently on ethical awareness and ethical judgment, which in turn affects 
accountants' intentions in different cultural contexts, as follows.   
Research Objective 2: To examine the levels of ethical sensitivity of accountants in 
responding to different earnings management situations. 
RQ4: Do accountants provide different ethical awareness, ethical judgment and ethical 
intention responses to earnings management scenarios as measured by operating earnings 
management (OEM) and accounting earnings management (AEM)? 
The third research objective, outlined in Figure 3.1, explores the relationship between culture 
and ethics. Gray (1988) suggests that accounting values are a result of cultural values. This is 
also evidenced in Guan et al. (2005), which indicates that culture influences accounting 
decisions, including the propensity to manage earnings unethically (Guan et al., 2005). Others 
have found that a different cultural dimension will have a different influence on EM (Callen et 
al., 2011, Doupnik, 2008). Furthermore, there have been several studies in the literature 
confirming that culture has an impact on the perceived ethical acceptability of EM (see, for 
example, Geiger et al., 2006).  
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Based on the preceding discussion and the literature review on cultural attributes, the current 
study argues that accountants‟ ethical responses to EM are most likely to reﬂect certain culture 
dimensions (i.e. PD, CI, UA). This suggests a direct relationship between cultural dimensions 
and ethical awareness, judgment, and intention, in EM situations. Accordingly, the study 
predicts that accountants‟ ethical awareness, judgments and intentions regarding EM will vary 
with respect to different cultural dimensions (PD, CI, UA). This relationship is indicated in 
Research Objective 3 and associated research question, as follows.  
Research Objective 3: To examine the extent to which specific aspects of culture impact on 
accountants‟ ethical responses to different earnings management situations. 
RQ5: Do accountants’ ethical awareness, ethical judgment and ethical intention 
responses change when earnings management case vignettes are adjusted to reflect 
the possible impact of culture based on the commonly applied dimensions of power 
distance, uncertainty avoidance, and collectivism/individualism?  
The following section outlines the hypotheses for Research Objectives 2 and 3, which are 
investigated using factorial experiment methods. 
3.3 Research hypotheses 
3.3.1 Effect of the level of EM severity on ethical judgment and ethical intention  
As outlined in Chapter 2, EM can be conducted either via intentional manipulation of 
accounting numbers (AEM), or by adjustments to planned operating procedures (OEM). Each 
type of EM activity has different consequences for financial statements; and hence, 
accountants' ethical attitudes and intentions toward these two types of activity are expected to 
be different. 
There have been several studies examining the ethical responses to various levels of EM 
severity. Fischer and Rosenzweig (1995) and Merchant and Rockness (1994) posited that 
participants did not find OEM as significant an ethical concern as AEM. Because of the ethical 
differences associated with OEM and AEM, it is expected that accountants‟ responses 
regarding the level of ethical awareness will differ between the two types of EM. Therefore, 
the following research hypotheses are offered:  
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H1a: Accountants’ ethical awareness of OEM activity is higher than that of AEM activity in 
PD scenarios. 
H1b: Accountants’ ethical awareness of OEM activity is higher than that of AEM activity in CI 
scenarios. 
H1c: Accountants’ ethical awareness of OEM activity is higher than that of AEM activity in 
UA scenarios.  
In linking EM with ethics, Elias (2002) reports that respondents did not judge OEM as being 
unethical, and that this was especially true of CPA accountants. In contrast, all participants 
evaluated AEM as being unethical (Elias, 2002). More recently, Johnson et al. (2012)  
investigated the relationship between ethical judgment and management intention to intervene 
in the EM context. They found that there were, indeed, connections between these variables, in 
the sense that the ethical nature of a specific situation had the most influence on a 
manager's ethical judgment and the related intention to intervene in the same situation. In 
addition, from an employee perspective, ethical values significantly influenced ethical 
judgment and intention to intervene (Walker and Fleischman, 2013). Most recently, Shafer 
(2015) discovered that belief in the importance of ethics is significantly associated with ethical 
judgement and intention in both OEM and AEM; that is, when employees believe in the 
importance of ethics, their ethical judgment in specific situations is better and clearer in both 
OEM and AEM scenarios.  
Given these results, the severity of EM is expected to have a positive effect on ethical 
judgment and ethical intention. Furthermore, to build on this prior research, the current study 
investigates accountants‟ ethical responses regarding the severity of EM (OEM and AEM) 
based on different cultural contexts (Fischer and Rosenzweig, 1995, Merchant and Rockness, 
1994, Elias, 2002). It is proposed that OEM will be perceived as less unethical than AEM 
across High/Low PD, CI and UA scenarios. Hypotheses two and three are as follows: 
H2a: Accountants perceive OEM activity as being less unethical than AEM activity in PD 
scenarios. 
H2b: Accountants perceive OEM activity as being less unethical than AEM activity in CI 
scenarios.  
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H2c: Accountants perceive OEM activity as being less unethical than AEM activity in UA 
scenarios.  
H3a: Accountants’ ethical intention to practice OEM is higher than for AEM in PD scenarios.  
H3b: Accountants’ ethical intention to practice OEM is higher than for AEM in CI scenarios. 
H3c: Accountants’ ethical intention to practice OEM is higher than for AEM in UA scenarios.  
3.3.2 Effect of cultural dimensions on ethical awareness, ethical judgment and ethical 
intention in EM context 
As mentioned above, in addition to the impact of EM severity on the ethical decision-making 
process, the present research also explores the influence of cultural dimensions on the first 
three steps of ethical decision making: ethical awareness, judgement, and intention. The 
following discussion presents the theoretical arguments for the hypotheses and research 
objectives of the present study.  
Prior studies (see, for example Geiger et al., 2006, Han et al., 2010, Callen et al., 2011) used 
Hofstede‟s (1984) cultural dimension scores to evaluate whether cultural dimensions have 
positive or negative relationships with EM. Haidt et al. (1993) found that the different reaction 
of culture in countries causes different influences to moral judgement. Tsui and Windsor 
(2001) suggest that culture differs in association with the variation of ethical reasoning;  while 
Cohen et al. (1993) found that national cultural dimensions influenced auditor ethical 
sensitivity. To date, there has been no study investigating the relationship between each 
cultural dimension and the combination of ethical awareness, ethical judgment, and ethical 
intention, in accounting. To fill the gap, the present study uses an approach called the „cultural 
priming‟ method (Oyserman and Lee, 2007), based on the cultural dimensions described by a 
combination of Hofstede (1980), Trompenaars and Hampden-Turner (1998), and House et al. 
(2004). Put another way, the priming method is employed as a basic method to develop 
different EM scenarios, where benefit aspects are manipulated to measure accountants‟ ethical 
responses to the first three steps of the ethical decision-making process.  
Oyserman and Lee (2007) argue that scenario manipulation, or „culture priming‟, is the method 
best suited to research relating to culture. Hong et al. (2000) refer to this method as „culture 
manipulation‟. Other methods for studying cultural dimensions (mostly applied to Hofstede‟s 
study), such as „Applying Hofstede‟ (using direct rating of cultural dimensions as per 
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Hofstede‟s (1980) study), „Direct assessment‟ (measuring cultural dimensions at the individual 
level), or „culture priming‟ (Oyserman and Lee, 2007, Gibbons and Stiles, 2006, Kirkman et 
al., 2006). Oyserman and Lee (2007) strongly recommend the culture priming method, as it 
can avoid the limitations of Hofstede‟s cultural dimensions, such as that the cultural dimension 
score assumes that culture is patterned and can be assessed through survey responses, the latter 
which lack interpretation and comparison. This study uses Hofstede‟s (1980) cultural 
dimensions as a basis for developing high/low manipulations, together with insights from other 
studies such as House et al. (2004), Hofstede (2001), Trompenaars and Hampden-Turner 
(1998), and Schwartz (1999).  
Details of the hypotheses are presented below.  
3.3.2.1 Effect of cultural dimensions on ethical awareness 
Ethical awareness is the first important step in ethical decision making (Rest, 1986). To date, 
there have been limited studies examining the relationship between cultural dimensions and 
ethical awareness (see, for example Kara and Yildiz, 2013), and no studies investigating 
cultural theory examining the influence of cultural dimensions on ethical awareness in an EM 
context. According to Hofstede (1980), members in a high PD culture are more likely to accept 
the hierarchical order without further explanation, whereas lower PD allows for more 
participation in decision-making (Carl et al., 2004).  
Similarly, Cohen et al. (1992) argue that, in a high PD culture, accountants are more likely to 
acquiesce to their superiors‟ EM order, than in a low PD culture where members participate in 
the decision-making process and make decisions autonomously (Carl et al., 2004). Therefore, 
accountants are more likely to take responsibility for their decisions in low PD culture, 
meaning they would need to consider the ethical issues more deeply when making decisions.  
Based on the differences between members in high PD and low PD societies as analysed 
above, it is predicted that accountants will have different levels of ethical awareness towards 
high PD and low PD scenarios. Thus, it is hypothesised that:   
H4a. Accountants’ ethical awareness for High PD scenarios is higher than that for Low PD 
scenarios.  
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Members of a high CI culture tend to behave for the „greater good‟. Smith and Hume (2005) 
found that accountants from a collectivist society tend to prioritise the benefits of the 
organisation rather than their personal benefits. Accountants in an individualist society, on the 
other hand, would follow personal principles, even if this may cause harm to the organisation 
(Smith and Hume, 2005). Based on this perspective, the present study predicts that, in an EM 
context, accountants demonstrating an individualist cultural trait will have different ethical 
awareness than have accountants who operate in a collectivist way. In other words, EM 
scenarios manipulated to show individualist tendencies will receive different levels of ethical 
awareness to scenarios that have been manipulated to show collectivist tendencies. Therefore, 
the hypothesis is as follows:   
H4b: Accountants’ ethical awareness for High CI scenarios is higher than that for Low CI 
scenarios. 
Accountants with a high UA culture are more likely to follow accounting rules and regulations, 
and will feel more satisfied when the rules are followed (Cohen et al., 1993). In addition, 
accountants‟ roles are given more credibility in countries that follow rules closely, because the 
accountancy profession is seen to be governed by many rules and regulations (Cohen et al., 
1992). Cohen also emphasised that accountants or auditors with a high UA culture would agree 
that „legality‟ and „ethicality‟ are parallel to each other (Cohen et al., 1992). In contrast, 
accountants with low UA cultures are more relaxed in making their decisions, and they are 
willing to take risks (Sully de Luque and Javidan, 2004). This may be against the accountants‟ 
professional code of conduct and would be considered unacceptable. Based on these 
differences, it is predicted that accountants would respond with different levels of ethical 
awareness to EM scenarios manipulated to show high UA tendencies as opposed to those 
manipulated to show low UA tendencies. Hence, the following research hypothesis is offered:  
H4c: Accountants’ ethical awareness for High UA scenarios is higher than that for Low UA 
scenarios.  
3.3.2.2 Effect of cultural dimensions on ethical judgment 
Ethical judgment is the second step in the ethical decision-making process. Prior literature 
revealed the relationships such as those between cultural dimensions (PD, CI, UA) and ethical 
judgment. Geiger et al. (2006) posit that members of high PD societies perceive EM practices 
as being less ethical than do members in low PD culture settings. In other words, a situation 
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manipulated to show a high PD tendency would be considered as more ethical than a situation 
manipulated to show a low PD tendency. Moreover, as previously mentioned, in a high PD 
culture members are simply more likely to follow their superiors‟ orders (Hofstede, 2001). 
Hence, it is predicted that EM activity will be judged as less unethical in a top-down situation 
than in a situation where the accountants make decisions of their own accord to implement EM 
practices. Therefore, the relevant hypothesis is as follows:   
H5a. Accountants perceive EM activity in High PD scenarios as being less unethical than in 
Low PD scenarios.  
Research shows that EM practiced for individual benefit (i.e. individualist) is seen as being 
generally more unethical (Greenfield et al., 2008) than when performed for organisational 
benefit (collectivist). A collectivist action is seen as less unethical because it serves the 
organisation's benefit (Elias, 2002, Kaplan, 2001, Akaah, 1990) and there is a lack of self-
interest. Callen et al. (2011) and Desender et al. (2011) found that EM is negatively related to 
the degree of individualism, which means that it is positively related to the degree of 
collectivism. Because of the ethical differences associated with individualist and collectivist 
cultural dimensions, the following research hypothesis is offered:  
H5b. Accountants perceive EM activity in High CI scenarios as being less unethical than in 
Low CI scenarios.   
In a high UA culture, accountants tend to act conservatively in predicting future financial 
position, and they follow accounting rules and standards accordingly. Han et al. (2010) suggest 
that the level of EM activity is negatively related to the degree of UA, because accountants and 
managers try to follow the rules (e.g. not practice EM) to avoid negatively affecting their 
professional future. On the other hand, in low UA cultures, people are more relaxed and apt to 
take risks (Sully de Luque and Javidan, 2004). In this way, accountants tend to be flexible in 
decision making, and are more open to risk and uncertainty and potentially more likely to 
make unethical decisions (Han et al., 2010). Based on Han et al. (2010), the present study 
predicts that accountants from the sample are likely to judge high UA situations as being less 
unethical as compared to low UA situations: 
H5c. Accountants perceive EM activity in High UA scenarios as being less unethical than in 
Low UA scenarios.  
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3.3.2.3 Effect of cultural dimensions on ethical intention 
The relationship between different aspects of culture and ethical intentions has been explored 
by Grasso et al. (2009), who emphasise that organisational culture is one of the most important 
factors that influence individual intention to practice EM. Zhang et al. (2009) also posit that 
organisational culture has a strong influence on whistleblowing intention. Sweeney et al. 
(2010) investigated the relationship between ethical culture and ethical intention, and found 
that unethical „tone at the top‟ did not have a significant impact on ethical intention; that 
unethical „pressure with the job‟ had a stronger effect. Jones (1991) confirmed that individuals‟ 
intentions tend to follow their levels of ethical awareness and ethical judgment. Furthermore, 
when individuals do not make choices that are consistent with their expressed personal ethical 
philosophy, they tend to suffer post-behaviour cognitive dissonance (i.e. individual who has an 
uncomfortable experience when performing an action which contradicts their beliefs) (Forsyth 
and Berger (1982, as quoted inJones, 1991)). In addition, Westerman et al. (2007), 
investigating national cultural influence on ethical intention, report that two dimensions of 
culture (power distance and collectivist) have no significant influence on ethical intention. To 
date, there is no study that has directly examined the influence of cultural dimension contexts 
(High/Low PD, CI, UA) on ethical intentions. Therefore, it is predicted that individuals‟ 
intentions regarding EM in PD, CI and UA are as follows: 
H6a. Accountants’ ethical intention to practice EM in High PD scenarios is higher than in 
Low PD scenarios.  
H6b. Accountants’ ethical intention to practice EM in High CI scenarios is higher than in Low 
CI scenarios.  
H6c. Accountants’ ethical intention to practice EM in High UA scenarios is higher than in 
Low UA scenarios.  
3.4 Conclusion 
This chapter has presented the research objectives, research questions, and conceptual model 
that will be used in this thesis. The three research objectives discussed in the chapter were 
designed to set out a clear conceptual model in an attempt to integrate findings and build these 
into a coherent body of knowledge relating to four aspects, the perceptions of financial 
reporting quality, earnings management, culture, and ethical decision making.   
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Following on from the conceptual model, research hypotheses associated with Research 
Objectives 2 and 3 were presented and discussed in detail, supported by relevant literature. In 
relation to Research Objective 2, prior literature confirms that accountants view OEM as a less 
significant concern than AEM (Merchant and Rockness, 1994, Fischer and Rosenzweig, 1995); 
therefore, the present research predicts, in H1a, H1b and H1c, that accountants‟ ethical 
awareness of OEM activity is higher than that of AEM activity across PD, CI, UA scenarios.  
In addition, to extend prior studies in this area, this research proposed, in H2a, H2b and H2c, 
that OEM is perceived as being less unethical than AEM; and therefore, it is predicted, in H3a, 
H3b, H3c, that accountants have a higher intention to practice OEM than AEM.  
Research Objective 3 examined the relationship between cultural dimensions and ethical 
decision-making processes. Carl et al. (2004) and Hofstede (2001) found that members of high 
PD cultures are more likely to accept orders from their superior than are members of Low PD 
cultures. Hence, it is proposed, in H4a, that accountants‟ ethical awareness for a high PD 
scenario is higher than that for a Low PD scenario. Furthermore, accountants judge that EM 
activity from a superior‟s order (High PD) will be less unethical than when the accountants 
decide to conduct the activity themselves (Low PD). This is the basis of H5a. H6a predicts that 
accountants will have more intention to practice EM when the superior orders them than when 
they do it themselves.  
In relation to CI, individuals from a collectivist society often prioritise the organisation‟s 
benefit than their own benefit; hence, H4b predicts that accountants‟ ethical awareness for 
High CI scenarios is higher than that for Low CI scenarios. Similarly, H5b and H6b predicts 
that accountants perceive EM activity in High CI scenarios as being less unethical, and they 
have a higher intention to practice EM in such scenarios, than in Low CI scenarios.   
Cohen et al. (1993) found that accountants in High UA culture tend to prefer to follow rules 
and regulations, and accountants in low UA culture are more willing to take risks and relax in 
decision making. Hence, H4c emphasises that accountants‟ ethical awareness for High UA 
scenarios is higher than that for Low UA scenarios. Similarly, it is predicted, in H5c and H6c, 
that accountants perceive EM activity in High UA scenarios as being less unethical than in 
Low UA scenarios, and accountants‟ ethical intention to practice EM in High UA scenarios is 
higher than in Low UA scenarios.  
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The following Chapter 4 provides details of the research methods by which the objectives and 
hypotheses presented in this chapter will be tested. This will then be followed by discussion of 
the research setting in Chapter 5.   
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CHAPTER FOUR: RESEARCH METHODOLOGY  
4.1 Introduction 
This chapter follows on from Chapter 3 Conceptual Model, and discusses the research 
methodology employed in this thesis. As mentioned in prior chapters, this study explores the 
perception of financial reporting quality and the relationship between culture and EM toward 
ethical responses within a developing country (Vietnam). The chapter begins by discussing the 
philosophy behind the research, followed by an argument for mixed methods as being the most 
appropriate research method employed in this study. It follows this with a detailed analysis of 
the semi-structured interviews, and builds on the hypotheses developed in Chapter 3 for the 
factorial design applied in this study. This section of the chapter is divided into two major 
sections, covering two approaches: semi-structured interviews, and experimental methods. In 
each section, justification and limitations of the interview and experimental approaches is 
provided, along with specific description of the pilot process and sampling approaches for each 
method.  
4.2 Research philosophy  
A research philosophy is defined as the „development of knowledge‟ (Saunders et al., 2009), 
which  further specifies “the assumption and foundation for the researchers carrying out the 
research” (Creswell and Clark, 2011, p.38). Underlying the research philosophy are 
epistemological and ontological assumptions (Crotty, 1998).  Creswell and Clark (2011) refer 
to ontology as “the nature of reality”, whereas epistemology is “how we gain knowledge of 
what we know” and how to achieve research objectives (Creswell and Clark, 2011, p. 41). In 
other words, ontology answers the question, „what is there, really?‟ (Cameron, 2010), while 
epistemology answers the question, „even if something really exists, how can I know that?'. 
Both ontology and epistemology are important because they inform the researcher of the most 
appropriate research methods for the study. For example, when considering the ontological 
underpinnings of this present study, the researcher recognises that cultural traits and ethical 
decision making might impact financial reporting (FR) quality, especially from an earnings 
management (EM) perspective. This phenomenon is waiting to be discovered and worthy of 
examination. A quantitative approach combined with interviews which arguably provide rich 
data, and are the most suitable for this type of research inquiry. Epistemologically, knowledge 
is constructed subjectively by participants in the study; hence, interviews are suitable to help 
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explore perceptions of the quality of financial reports, EM understanding, and the possible 
impact of cultural attributes on financial reports (Maturana, 1978).  
Creswell and Clark (2011) discuss four possible worldviews, along with suitable methods that 
researchers can adopt. Creswell and Clark (2011) suggest combinations of quantitative or 
qualitative methods, or individual methods, depending on the world view taken. These world 
views consist of postpositivist, constructivist, participatory, and pragmatist. Characteristics of 
these four worldviews are summarised in the Table 4.1 below. 
Table 4.1: Four worldviews 
 Postpositivist Constructivist Participatory Pragmatist 
Regularly 
used with  
Quantitative 
methods 
Qualitative 
methods 
Qualitative Mixed Method  
Influenced 
by 
Determination 
or cause-and-
effect thinking 
Understanding or 
meaning of 
phenomena 
Political concerns Consequences of 
research 
Used to 
explain 
Reductionism 
interrelate  
Multiple 
participant 
meaning 
Empowerment and 
issue oriented  
Problem centred 
Data 
collection 
Participant‟s 
views, formed 
by social 
interaction and 
personal history  
Participant‟s 
view from social 
and historical 
construction  
The researcher 
collaborates with 
participants on 
research issues 
Multiple 
methods. 
Pluralistic.  
Research 
outcome 
Verify theory Generate theory Change social 
world for the better 
Practice oriented 
in the real world 
Source: Adapted from Creswell and Clark (2011) p. 40 – 41 
According to Tashakkori and Teddlie (2003), a single worldview, such as a pragmatist 
worldview, which concentrates on the consequences of the research, focuses on the questions 
asked rather than the methods applied, and uses multiple methods of data collection to inform 
the problems under study. This pragmatist worldview is suitable for mixed methods, because 
pragmatism and mixed methods have a close relationship with each other. In addition, 
Tashakkori and Teddlie (2003) argue that mixed methods and pragmatism often use both 
qualitative and quantitative methods; hence, the alternate options of postpositivism and 
constructivism should be abandoned, as they stress using only one method exclusively. 
However, Creswell and Clark (2011) consider that multiple worldviews, such as those offered 
by postpositivism and constructivism, are best suited to mixed methods designs because the 
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postpositivism worldview is often used with quantitative methods such as surveys and 
experiments, whereas the constructivist worldview is more focused on qualitative methods. 
The researcher can shift from a postpositivist worldview to a constructivist worldview, or vice 
versa (Creswell and Clark, 2011).  
In the present study, a multiple worldview approach is taken rather than a single world view. 
This is to maximise the benefits of understanding the different perspectives from each 
individual worldview and associated research method. It is proposed to commence with a 
constructivist world view (using qualitative methods) and to continue with a postpositivist 
worldview (using quantitative methods). Each will be described in the following sections. 
4.3 Research methods  
4.3.1 Mixed methods research approach  
Saunders et al. (2009) define a research method as a research strategy that generates the 
general plan for the researcher in answering the research questions, and a specific strategy for 
data collection and related matters such as sample selection and research timing.  
Traditionally, primary research methods include both qualitative and quantitative research 
methods, each of which has its own characteristics, advantages and disadvantages. Qualitative 
research is an approach that is conducive to scientific research, and is used to resolve and 
identify research problems from a sample population (Mack et al., 2005). Mack et al. (2005) 
also emphasise that qualitative research is particularly helpful when identifying opinions and 
behaviour from a cultural perspective, as well as focusing on participants‟ interpretations and 
understanding. Quantitative research, on the other hand, allows the researcher to drive the 
research project with a more structured research approach (Bryman, 2008). In other words, 
qualitative data provides details for understanding research questions, while quantitative 
research provides a more general explanation for the research by summarising opinions from a 
larger population (Creswell and Clark, 2011). Mack et al. (2005) explain that the quantitative 
approach uses more rigid, closed-ended and highly-structured instruments (e.g. surveys) to 
quantify variation, whereas the qualitative approach uses more flexible, open-ended 
instruments (e.g. semi-structured interviews), which give more room to respondents, in order 
to describe variation.  
When combined together they are referred to as a mixed methods approach, or „multi-method‟ 
or „multi-strategy‟ (Bryman, 2006). Mixed methods are also recognised when a combination of 
 
61 
any two research methods are used (i.e. two qualitative and two quantitative methods) (Hunter 
and Brewer, 2003, Johnson et al., 2007). The „mixed method‟ model of research has been used 
in the literature for approximately 20 years, since the late 1980s and early 1990s (Creswell and 
Clark, 2011), and across a range of disciplines including management (Bryman, 2006), 
sociology (Hunter and Brewer, 2003), and nursing (Morse, 1991), as quoted in Creswell and 
Clark (2011), and in accounting research, for example Carpenter and Reimers (2005), Wouters 
and Wilderom. (2008).   
The justifications for using mixed methods in research are discussed in the section 4.3.2. 
Several advantages and disadvantages of these methods, as applied to the present study, are 
described below. 
4.3.2 Justification for using mixed methods 
The mixed method approach is argued to be best suited to this study, because of the ability to 
address the research questions and objectives. It would be difficult to use either qualitative or 
quantitative methods alone to answer the research objectives and questions, as the objectives 
outlined in Chapter 1 have different natures, purposes and optimal methods of resolution. 
Instead, the combination of both methods will greatly contribute to the success of the research.  
In particular, an advantage of the mixed method approach is that it provides the researcher with 
greater confidence over his/her final results, because evidence is gathered from multiple 
sources/by multiple means: that is, by interviewing experts in the Vietnamese accounting 
industry on key issues relating to financial reporting quality, ethics, earnings management, and 
typical cultural traits found in the Vietnamese business environment. This information can 
better inform the development of the research instrument and associated experiments, for more 
generalizable findings. This approach is consistent with Brett et al. (2002), and further 
confirmed by Creswell and Clark (2011), who argue that qualitative research usually provides 
detailed understanding of the problem, whereas quantitative research provides a general 
understanding of the problem. For this reason, it is best to use interviews (qualitative method) 
to find the answer to the first objective of the present study; while an experiment (quantitative 
method) will enrich understandings gleaned from the interview (qualitative), as well as 
resolving the second and third research objectives.  
Specifically, the first research objective is directed at understanding the Vietnamese 
accountants‟ perceptions of quality of FR, their understanding of EM, and their views of the 
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influence of various cultural dimensions on FR in Vietnam. This requires detailed 
understanding, explanation and exploration of the research matter. It is, therefore, worthwhile 
to conduct interviews to gather in-depth knowledge of the setting and topic of interest. In 
contrast, the second and third research objectives explore the general findings, to focus on 
more specific areas of ethical decision-making processes, and to understand the potential 
influence of different situations on the results. These aims suggest that an experimental design 
would be a suitable option for testing the second and third research objectives. This 
quantitative method (experiment) offers an advantage relative to the qualitative method 
(interview), in that it achieves a high level of reliability from the data gathered.  
Furthermore, because the group of participants involved in the interviews is much smaller than 
those involved in the experiment, conducting the experiment after the interview will enable the 
researcher to generalise some of the research findings (Creswell and Clark, 2011): for example, 
what aspects of EM is most prevalent in Vietnam, if any; to what extent is the quality of FR 
influenced by EM; and whether or not cultural dimensions impact on financial reporting. It 
follows that the results from the interviews help to inform the results from the experiment, and 
vice versa.  
However, the mixed methods approach has been criticised, because the philosophical 
assumptions and nature of research objectives may be different in qualitative and quantitative 
researches (Smith, 1983). This limitation is overcome to some extent in the present study. As 
discused above, each research approach is directed to specifically answer different research 
questions. The primary advantage of the qualitative method (in this case, the semi-structured 
interviews) is to obtain a more in-depth insight from Vietnamese accountants, regarding the 
current state of FR, their understanding of EM, and their thoughts about the influence of 
culture on FR, which cannot be acquired using only the numerical data involved in quantitative 
research. The qualitative method (interviews) also offers the researcher flexibility in collecting 
the data, which can be collected using language and terms suitable for both researcher and 
participants. In addition, an interview also allows the researcher to explain technical terms to 
participants during the conversation. Nevertheless, the interview approach has been criticised 
for being overly subjective and for its lack of generalisation, especially because the data is 
collected in word form. The method is therefore open to different interpretations of the same 
information, which can easily lead to difficulty in data analysis of different respondents 
(Matveev, 2002, Burnard et al., 2008). The interview method might be considered biased if the 
interviewer is seen to „lead‟ the interviewee towards a desired answer, rather than act 
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objectively. The present investigator was cognisant of these limitations throughout the 
interview process and subsequent analysis, and endeavoured to avoid leading questions and 
drawing conclusions from the analysis that were not objectively determined through careful 
analysis of the interview transcripts. The researcher also attempted to overcome these 
disadvantages by taking notes during the interview, including observing the attitudes and 
demeanour of the respondents during the interviews.   
The experiment minimises subjectivity as it provides an absolute measure generated from 
Likert-scale responses. In the present study, participants have seven choices to select for each 
answer (i.e. 1 – Extremely Low; 2 – Very Low; 3 – Low; 4 Neither High or Low; 5 – High; 6 – 
Very High; 7 – Extremely High). On the other hand, the disadvantage of experimental research 
lies in the artificial conditions involved, resulting in participant responses that may not be 
representative of real-life situations (Matveev, 2002). Nevertheless, if during the design 
process the researcher attempts to make the scenarios reflect real life situations, this can further 
overcome limitations of the experimental methods. In the present study, the scenarios were 
reviewed by several Vietnamese senior accountants for their level of realism in respect to the 
Vietnamese environment. 
In summary, it would therefore be inappropriate to use only one of methods (either interview 
or experiment) to accomplish the two different purposes in this research. By employing two 
methods there will be added richness to the data collected for each of the research questions 
established for this study. These advantages are in line with the justification for using the 
mixed method in this study, as outlined above. Following on from this discussion, the 
exploratory research design is now highlighted in further detail.   
4.3.3 Exploratory mixed methods research design 
The Chapter 2 literature review highlighted that the concepts of interest to the present study 
have not yet been clearly defined or relationships between the variables truly understood. This 
indicates that the present research can be considered as one that is exploratory in nature. Thus 
the research design is dependent on the research objectives, research questions, and nature of 
the research. For this study, Creswell and Clark‟s (2011) „exploratory sequential design‟ 
provides a suitable framework for fulfilling the three research objectives and answering the six 
research questions highlighted earlier in Chapters 1 and 3.  
Creswell and Clark (2011) identify six methods of research design:  
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 Convergent parallel design (qualitative and quantitative methods are carried out 
concurrently, with the data analysis for each method being compared with or related to 
each other in order to answer the same research questions and objective);  
 Explanatory sequential design (quantitative research is followed up by qualitative 
research); exploratory sequential design (qualitative research is followed up by 
quantitative research);  
 Embedded design (qualitative or quantitative research occurs during, after, or before 
each other, to answer different research questions);  
 Transformative design (qualitative and quantitative research occurs concurrently or 
sequentially to each other but within the transformative theoretical framework);  
 Multiphase design (qualitative and quantitative research is combined over multiple 
phases of specifically programmed evaluation or development). .  
There are a number of reasons for using Creswell and Clark‟s (2011)  exploratory sequential 
design to perform the present research. Firstly, this research requires more than one single 
method to adequately address the research questions and objectives. This is because the 
research objectives have different natures. For example, research objective one requires 
understanding and exploration, compared to research objectives two and three, which focus 
more on specific objectives and relationships of different areas. Secondly, the dominant 
objectives required the use of the experiment method, but supplemental data (obtained using an 
interview) is necessary to support the interpretation of participants‟ reactions during the 
experiment (Evans and Hardy, 2002). Thirdly, as previously noted, the interviews helped to 
develop both the design of the subsequent experiment and the instrument used; for example, 
the interviews provided direct insights into the Vietnamese environment as it might apply to 
EM.  
Specifically, the experiment was conducted using different EM case vignettes, which were 
based on a combination of prior related work, such as Geiger and Smith (2010) and Merchant 
and Rockness (1994), together with insights gained from the interviews. This process informed 
the development of the vignettes, so that they properly reflect the Vietnamese environment, 
thus proving their relevance in providing insights into how Vietnamese accountants might 
perceive EM.  
As indicated above, the data collection was divided into two phases. Semi-structured 
interviews were first conducted to obtain the perspectives of Vietnamese accountants relating 
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to financial reporting quality and the effect of EM and culture on financial reporting quality. 
These interviews were then followed, two months later, by experimental methods applied to a 
larger population. The figure below describes the procedures employed in this research. The 
details of each stage, as outlined in Figure 4.,1 are included in Section 4.3 below:  
Figure 4.1: Flowchart of the Procedures to Implement an Exploratory Design
 
(Adapted and amended from Creswell and Clark, 2011, p. 88) 
The researcher is aware of the fact that the results from semi-structured interviews are not 
strong enough to make generalisations for the entire population, since they are based on a 
small number of interviews (Yin, 1994). The aim of the approach taken in this present study is 
to gain an in-depth view of the accountants' understanding of FR quality, EM, and culture. This 
approach is to inform the experimental methods, but is not intended to make an immediate 
conclusion by itself regarding the integral population. More details of the research approach 
are provided in the following sections.  
4.4 Semi-structured interview  
4.4.1 Semi-structured interview approach 
As indicated above, the interview method is appropriate to address the first research objective 
and three associate research questions, outlined in Chapters 1 and 3. Following on from the 
previous subsection, Robson (1993) states that an exploratory study in the form of an interview 
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can help to identify what is happening and to seek the core problem. In addition, Cooper and 
Schindler (1998) emphasise that, when the research has an exploratory factor, it is likely that 
an interview approach should be used. The form of interview adopted for this research is semi-
structured interviews. 
Semi-structured interviews provide an opening for the researcher to investigate and listen to 
the interviewees‟ explanations during interview questions. This is the most suitable interview 
typology compared to others, such as structured interviews and unstructured interviews. 
Structured interviews consist of the researcher reading from a predetermined and standardised 
set of questions, with exactly the same tone of voice, with identical and rigid timing (Saunders 
et al., 2000). This type of interview is normally used in survey research (an example of 
quantitative analysis) for the purpose of gathering data. Answers for structured interviews are 
normally pre-coded (Saunders et al., 2000). Unstructured or in-depth interviews are the 
opposite, in the sense that there are no questions set in advance; they are normally used to 
scrutinise the research area in depth, because the interviewee is able to talk freely about the 
topic (Saunders et al., 2000). A semi-structured interview is similar to an unstructured 
interview in that both are non-standardised and to be used in qualitative research; however, 
they are different in that a semi-structured interview has a predetermined list of questions. The 
set nature of the questions makes it similar to a structured interview, but with the key 
difference that, in a semi-structured interview, the researcher can ask those questions in a 
different order, depending on the flow of the conversation (Saunders et al., 2000). Some 
questions can also be excluded, depending on the context of the interview and the 
interviewee‟s knowledge and understanding. Moreover, with a semi-structured interview, 
additional questions can also be raised to further explore different topics, based on 
interviewees‟ previous answers. The fluid nature of this type of interview makes it highly 
advisable for the interviewer to use note-taking or audio equipment to record the data for future 
analysis (Saunders et al., 2009).  
Taking a semi-structured interview approach also provides an opportunity for the interviewees 
to hear themselves „thinking aloud‟ about the issue, which they may not have encountered 
before, and as a result a richer set of data will be collected (Saunders et al., 2000). Saunders et 
al. (2000) confirm that interviews give significant support in gathering valid and reliable data, 
which is relevant to the research objectives and questions. From the interview results, the 
present researcher was able to gather a general feeling about whether the wider Vietnamese 
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accounting populations are able to understand and answer the EM scenarios, conducted in the 
experimental second stage of this research.  
In deciding the form of interaction with the interviewees, the researcher elected to conduct 
„one-to-one‟ interviews instead of „one-to-many‟, to minimise the level of sensitivity for 
respondents when answering the research questions. Given the nature of the topic under 
review, it is difficult to eliminate all the sensitivity factors. Given that some areas of the 
research topic are somewhat sensitive, it is possible that the interviewees might be reluctant to 
express their perception and worldview, particularly when the interviews are audio-recorded. 
For example, the first research objective and three associated research questions are relatively 
sensitive topics, compared to the other two research objectives and associated research 
questions, because the first objective enquires on the quality of financial reporting and 
individual perceptions of EM, which are typically sensitive areas for accountants (Saunders et 
al., 2000).  
To overcome this issue, the researcher designed the interview questions relating to the first 
research objective carefully to ensure that the questions were not confrontational for 
interviewees. Hence, the decision was made to use one-to-one interviews so that the 
interviewee would feel more comfortable expressing their opinion without the pressure of a 
third person‟s presence. The researcher started the interview by reassuring the interviewee 
(following an initial explanation when contacting the interviewee to arrange the interview) that 
the research is focused on studying the perception of accountants in general in relation to the 
influence of culture and ethics on financial statement quality in Vietnam, and that this research 
has no part in any financial investigation. The researcher asked the interviewees for their 
permission to record, and also assured them that the interview would be anonymous and the 
results would be stored securely. Most interviewees were happy for the interview to be 
recorded, except for two interviewees. However, the researcher ultimately managed to 
convince these interviewees to agree to recording. For these reasons, most interviewees 
appeared to be open in the interviews, and the interviews caused no issues with regard to 
sensitivity. It should also be noted that a face-to-face interview was chosen over a telephone 
interview in this research, as a face-to-face interview is typically more interactive than an 
interview via telephone, and observation can play an important role (Saunders et al., 2000).  
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4.4.2 Development of the semi-structured interview instrument 
The first research objective is to obtain accountants‟ perceptions of the quality of financial 
reporting and the potential impact of culture on financial reporting in Vietnam. The three 
associated research questions helped guide the development of interview questions (the final 
version included 18 questions in total), all based on an extensive review of the accounting 
literature regarding quality of FR (see, for example, Barth et al., 2008, Beest et al., 2009b, 
Chen et al., 2010, Jonas and Blanchet, 2000, Braam and Beest, 2013), earnings management 
(see, for example, Grasso et al., 2009, Merchant and Rockness, 1994, Geiger and Smith, 2010), 
culture (Hofstede, 2001, Doupnik, 2008, Vitell et al., 1993, Callen et al., 2011, Beaudoin et al., 
2012), and ethics (Vitell et al., 1993, Fischer and Rosenzweig, 1995, Kaplan, 2001, Johnson et 
al., 2012, Heinz et al., 2013). In answering the first research question, How do accountants 
perceive the current state of financial reporting in Vietnam? the researcher designed five 
interview questions to identify the current state of financial reporting in Vietnam. The next five 
interview questions were intended to investigate the second research question, What do 
accountants understand to be EM? and these questions focussed on how participants 
understand earnings management and the influence of earnings management on Vietnamese 
financial statements. The last eight interview questions were created with the purpose of 
identifying the possible influence of the cultural dimensions (i.e. power distance (PD), 
collectivism/individual (CI), and uncertainty avoidance (UA)) and ethical EM activities in 
Vietnam, as outlined in the third research question, Do accountants believe that culture 
impacts on financial reporting and, if so, how? In Appendix 2 a copy of the interview 
instrument is presented. 
It is very important to formulate the focus of the interview questions and the focus of the 
interview, which should be devised into themes where possible (Saunders et al., 2000). The 
interview questions are allocated to three themes based on the three research questions outlined 
above. The theme of each research question and associated interview questions are described in 
detail as follows.  
The first theme is based on the perception of Vietnamese FR quality, which is related to 
research question one. The interview questions were drafted based on the general accounting 
theory or standard used, which relates to the research questions and links to EM, for example, 
detailing the accounting standards that are currently followed by businesses in Vietnam (i.e. 
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IFRS, VAS), or the extent of disclosure or notes in relation to the completeness of information 
and users‟ understanding of estimate and judgements. 
The second theme is focussed on EM as outlined in research question two. The interview 
questions were formed surrounding the definition of EM and EM methods (i.e. operating EM 
(OEM) and accounting EM (AEM)). As discussed in Chapter 2, OEM is when accountants aim 
to attain businesses‟ objectives by altering operational activities or actual business events 
(Geiger and Smith, 2010, Grasso et al., 2009). AEM occurs when the accountant manipulates 
accounting transactions, but in a way that is within accounting standards (Merchant and 
Rockness, 1994). It is important that these questions help to identify whether Vietnamese 
accountants recognise the existence of EM in Vietnam or not, and that they provide support for 
the scenarios created for experiment research, given the experimental scenarios are built on the 
different EM, operating EM, and accounting EM methods. 
The last theme, associated with the final research question, was designed using eight interview 
questions based on three cultural dimensions (power distance, collectivism/individualism, and 
uncertainty avoidance). Other potential cultural dimensions, for example, 
Masculinity/Femininity, Long Term/Short Term Orientation, Specific–diffuse, Future 
Orientation, and Performance Orientation (Trompenaars and Hampden-Turner, 1998, 
Schwartz, 1999, Hofstede, 2001, House et al., 2004), were not included, as these have not been 
found to be influences on EM in prior studies (see, for example, Doupnik, 2008, Callen et al., 
2011). This is further discussed in Appendix 1. To identify the direction in which to 
manipulate EM scenarios in the experiment, the interview questions were guided by the 
cultural dimensions being tested across two extremes, „high‟ and „low‟ (Trompenaars and 
Hampden-Turner, 1998, Hofstede, 2001, House et al., 2004). For example, the interview 
question relating to high power distance, Question 15: „Is it customary for the accountant to 
first receive approval of accounting treatments from the manager before going ahead with 
them?‟, is in contrast to that for low power distance, Question 16: „Is it customary for the 
accountant to have input into the accounting adjustments that they are asked to do by their 
superior?‟ 
From an original 30 questions in total, the number of questions used in the instrument design 
was reduced to 18. The other 12 questions were deleted either due to repeating ideas with other 
questions or the questions failing to add significant value to the research. This was decided 
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after consulting with other expert researchers and academics that have had experience in the 
accounting industry.    
In addition, the interview questions were distributed to five lecturers at RMIT Vietnam (both 
foreign or bilingual Vietnamese lecturers) who were experienced in research, for their view 
and opinion on readability and cultural sensitivity. In general, they responded positively to the 
questions. With the research focussed on technical accounting aspects related to EM, their 
feedback indicated that the questions were easy to understand, straightforward, relatively 
inoffensive, and unbiased. This feedback helped the researchers to avoid interview bias 
(Saunders et al., 2009). There were also several valuable comments; for example, in regard to 
two questions (Questions 11 and 12), where the advice was to change the wording to make 
questions more general rather than too specific, which would make the questions less sensitive 
and make the interviewees more comfortable when answering the questions. For instance, in 
Question 11 (about collectivism and individualism), the original question was, „To what extent 
is it important to you to consider personal benefit versus that of other parties, such as 
shareholders or employees, in making an accounting adjustment‟ The feedback was that the 
phrase „personal benefit‟ makes the question too personal. After receiving this feedback, the 
researcher changed the question to, „To what extent do you think, in general, senior 
management or accountants consider personal benefit over the benefit to other parties, such 
as shareholders or employees, in making an accounting adjustment?‟  
Other comments gave helpful advice regarding re-phrasing of some of the wording in the 
questions to make them clearer, and how to open the interviews so that the present researcher 
can avoid overly directing the participants‟ answers. When the interview questions were 
finalised in English, they were translated into Vietnamese by the researcher. The interview 
questions were then retranslated from Vietnamese into English by an external party to ensure 
consistency in interpretation. The translation took some time because it is not always easy to 
find equivalent terms or terminologies in Vietnamese and English. For example, there are 
several equivalent expressions for „earnings management‟ used in the Vietnamese academic 
and accounting industry, such as „quản trị kết quả‟ (meaning „results management‟) or „quản trị 
lợi nhuận‟ (meaning „profit management‟ or „phù phép báo cáo tài chính‟ (meaning „witchcraft 
financial statement‟), or „kế hoạch lợi nhuận‟ (meaning: „profit plan‟). It was considered that 
„quản trị lợi nhuận‟ is closest to the English term „earnings management‟; however, one cannot 
be sure that this expression fully captures the English meaning of EM.  
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Furthermore, Ghauri et al. (1995) advise that the interview questions should not include 
technical terms, as each interviewee may have a different understanding of the term. To 
overcome this potential problem, Ghauri et al. (1995) suggest that the interviewer needs to be 
sure that interviewees are aware of the intended meaning of the term. Taking this point into 
account, after asking Question 6 (the first question of the interview section on EM), which 
clarifies the interviewee‟s understanding of the phrase „earnings management‟, the researcher 
made sure to explain to the interviewee how EM is defined in the body of accounting literature 
before moving onto other EM-related questions.  
Once the translation was completed, in order to ensure the quality of the translation, the 
interview questions were distributed to two bilingual Vietnamese accounting lecturers, fluent 
in both Vietnamese and English, to check the accuracy of the translations. The full set of 
interview questions can be found in Appendix 2 of this thesis.  
After finalising the number of questions posed and pilot testing them with experts, the 
interview time was estimated to be between 45 minutes to one hour. Each of the eighteen 
questions were confirmed to be valuable for the research. 
4.4.3 Pilot interviews 
When both the English and the Vietnamese versions of the interview questions were 
completed, further pilot interviews were set up. The pilot interviews were conducted with three 
interviewees, the purpose of this being to make sure that the interviews would take the same 
amount of time (with the estimated time of 45 minutes to one hour), and whether the interview 
questions could be understood easily in the real interview environment.  
The first interviewee was an accounting lecturer at RMIT, who has background industry 
experience and is fluent in Vietnamese. By having experience in both academia and industry, 
the participant was able to see whether the interview questions fitted well with theoretical and 
practical perspectives. The first pilot interview was conducted in Vietnamese. 
The second pilot interview was done with a qualified British accountant. He is not fluent in 
Vietnamese, and hence the interview was carried out in English. The reason for him being 
chosen is that he is a foreigner accountant in Vietnam. He has a strong connection to Vietnam, 
and understands how to do business in Vietnam. He has an understanding of Vietnamese 
national culture as he has lived in Vietnam for a number of years. He is currently managing 
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one of the largest accounting firms in Hanoi, and hence he has many direct connections with 
Vietnamese accountants. It was interesting to gather a third-person opinion (as a person who is 
not Vietnamese) on Vietnamese financial statements (FS) and Vietnamese accountants.  
The third pilot interview was conducted with a Vietnamese partner in an audit firm who is also 
fluent in English. The interviewee has strong knowledge and experience with local Vietnamese 
accountants and a good knowledge of international accounting standards, as he has lived 
abroad for several years. He has also worked for over 15 years in accounting and taxation in 
Vietnam. The researcher decided to use English for the interview as she thought it may be 
easier for the interviewee to express some accounting terms in English. However, the 
researcher realised after the interview that, if it had been done in Vietnamese, the depth of the 
information gathered would have been greater, as Vietnamese was his first language.  
All three pilot interviews were conducted within the estimated time limit. After each pilot 
interview, the researcher asked for feedback on the interview questions; and in general, all 
three pilot participants felt that there were some small issues related to sensitivity with some 
questions (such as Question 5, „In general, what do you think of the current quality of audits of 
companies in Vietnam’?), that this question may be too sensitive to ask anyone who works in 
the audit field, and should be made more general. The suggestion was to change the question 
to, „In general, how do you think people feel about the quality of audits in Vietnam?‟ This 
feedback was acted upon. In addition, pilot interviewees gave other valuable feedback: for 
example, some questions could be made more direct, more specific and more focussed on EM 
in order to get a deeper understanding about EM. As a result of their suggestions, the 
researcher added the term „in practicing earnings management‟ to the end of Questions 11 and 
12. The original version of Question 11 was, „To what extent do you think, in general, senior 
management or accountants consider personal benefits over benefit to other parties, such as 
shareholders and employees, in making accounting adjustments?‟. The question is now, „To 
what extent do you think, in general senior management or accountants consider personal 
benefits over benefits to other parties, such as shareholders and employees, in making 
accounting adjustments or in practicing earnings management?‟. 
Furthermore, during the pilot interviews, the researcher noted that one audit partner felt 
hesitant to answer this question. Therefore, it would have been better to ask such a sensitive 
question at the end of the interview, as advised by Wass and Wells (1994), because by the end 
of the interview the interviewees would have enough trust and confidence in the researcher and 
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the interview to answer the question confidently. This strategy worked very well in subsequent 
interviews. 
The pilot interviews were transcribed and translated from Vietnamese to English by the 
researcher as soon as the interview was completed. The researcher reviewed each question in 
detail to prevent the exact nature of the explanations being lost or mixed up with other 
interviews (Wass and Wells, 1994), so that it can provide reliable data for interview analysis 
(Saunders et al., 2009). Upon reviewing the interview transcripts, the researcher realised that, 
in one instance, she had created interview bias by responding to an answer in a way that 
accidentally influenced the interviewee. This interviewer bias was taken as a lesson learnt and 
did not happen again (Saunders et al., 2009).  
4.4.4 Selection of interview participants  
The interviewees were carefully chosen and the interview schedule was carefully planned. The 
researcher followed the suggestion of Saunders et al. (2000) that the maximum number of 
interviews taken per day should be three, and she aimed to have, at the most, two interviews 
per day. All participants interviewed were highly qualified accountants, including financial 
controllers, financial managers, financial directors, or managers, directors, or partners in an 
auditing firm. The interviewees could also, at the same time, be an educator/lecturer in 
accounting courses for ACCA or a master's degree. All of the participants held either a CPA 
(Vietnam), CPA (Australia), or ACCA (Association of Chartered Certified Accountants), or 
other accounting qualifications, and had been working in the field for at least 10 - 15 years. 
Saunders et al. (2000) found that participants at the manager level tend to be willing to 
participate in an interview rather than completing questionnaires, because an interview offers 
them the chance to express their opinion without needing to write anything down.  
The research participants are accountants in Vietnam, hence the partners in auditing firms were 
chosen because they would have a very good perspective in relation to both financial 
statements in Vietnam and Vietnamese accountants' knowledge, as they deal with both 
financial statements and accountants on a daily basis. In addition, part of the service which 
audit firms provide to customers is to prepare financial statements on clients‟ behalf; hence, 
they can contribute usefully to answering the research questions. The researcher informed the 
interviewees that it would take 45 minutes to one hour of their time at a location and time 
convenient to the interviewees. The opinion of Saunders et al. (2000) is that, once the 
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interviewees are clearly informed about the interview's expected duration and research topic, 
they tend to be more willing to attend the interview and give high-quality answers.  
Out of 16 interview participants, 10 were sourced from the ACCA Vietnam office, and 6 were 
chosen using „Snow Ball‟ sampling (Saunders et al., 2009). This is important because the 
interviewees could feel relaxed and are more likely to express their true feeling on each 
interview question, especially for sensitive information, because the level of trust was already 
established at some level. As a result, the interview gave higher-quality data than if the 
interviewees had not been arranged based on personal connection (Saunders et al., 2000).  
In order to get different perspectives from people located in different regions of the country, 
the researcher interviewed participants in both Hanoi and Ho Chi Minh City (55%/45% of 
respondents, respectively). Table 4.2 summarises the main demographic characteristics of the 
interviewees.  
Table 4.2: Demographic Characteristics of the Interviewees 
   (n = 16) 
 
    Number of Interviewees 
Sex 
Male 8 
Female 8 
Age 
31-35 years  4 
36-40 years  5 
41-45 years  5 
51-60 years 2 
Years of 
experience 
10 to 15 years 6 
16 to 20 years 6 
21 to 25 years 4 
Working sector 
Audit  7 
Government 2 
Industry 7 
Table 4.2 shows an even spread of gender, age, experience, and working sector. In addition to 
information stated in Table 4.2, it should be noted that, out of the total 16 qualified 
participants, 6 interviewees work as financial directors, financial managers and financial 
controllers in different businesses in Vietnam, seven are audit partners, one is an accounting 
lecturer, and two are from highly respected government offices (note: for purposes of 
confidentiality, these interviewees requested not to disclose their personal information).  
The results of the interviews are reported in Chapter 5.  
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4.5 Experiment method  
4.5.1 Experiment method and justification 
Saunders et al. (2000) identifies several research approaches to quantitative research, including 
experiment, surveys, action research, and ethnography. A quantitative approach was applied 
for the present research with the aim of answering two research objectives: (1) to examine the 
levels of ethical sensitivity of Vietnamese accountants in response to different EM situations; 
and (2) to examine the extent to which specific aspects of Vietnamese culture impacts on 
Vietnamese accountants‟ responses to different EM situations. These objectives required the 
researcher to identify the likely behaviour and perspectives of participants. Accordingly, the 
most appropriate research strategies were interviews, experiments or surveys. It would, in fact, 
be extremely difficult to use other methods, such as for example observation, to achieve these 
research objectives (Patterson et al., 2006, Laroche et al., 2004, Schoefer, 2010, Gill and 
Johnson, 2010).  
A survey is a popular and common strategy used in business, marketing, and management 
research (Saunders et al., 2009) . Both surveys and experiments allow the researcher to explore 
the opinions of a large sample population in a cost-effective way. The content of a 
questionnaire tends to be easy to understand for participants, and the results of this method 
allow for easy comparison (Saunders et al., 2009). However, the biggest drawback in using a 
questionnaire to carry out a survey is that, due to time constraints, the number of questions 
may be limited. In addition, the quality of the responses is dependent on the participants‟ 
ability, honesty and motivation, especially for any sensitive topic (Bryman and Bell, 2015). 
The experiment method can overcome some of the disadvantages of surveys. Experiment 
methods were especially prominent in the literature and doctoral theses during the period from 
the 1960s to the 1980s (Oler et al., 2010, Bouillon and Ravenscroft, 2010). Most experimental 
research uses practitioners as subjects (participants) (Smith, 2011). An experiment method is 
extremely helpful when the researcher is testing potential causal relationships between 
dependent and independent variables (or treatment variables) (Smith, 2011). This approach can 
also be used in a complex research structure that is not easy to resolve using other research 
methods, such as a survey. It also allows the researcher to better control the variables (Leung et 
al., 2005, Coolican, 2009).  
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In sum, an experiment method was chosen for this study, instead of a survey, because this 
approach better achieves the research objectives and is “more likely than other methods to 
demonstrate a relatively unambiguous connection between cause and effect” (Coolican, 2009, 
p. 63). In addition, the potential connections between several independent variables and 
dependent variables is the focus for this present study (Patterson et al., 2006, Laroche et al., 
2004). If a survey method was used, it would have required a much larger number of 
participants, and the survey‟s duration would have been unrealistically long (Geiger et al., 
2006). 
Furthermore, one of the biggest advantages that experiment has over a survey is that it applies 
very well to sensitive research, such as research that includes ethical situations or for technical 
reasons (Coolican, 2009). This is because the experiment can be carried out without asking 
direct and sensitive questions to participants. This can be done by conducting a questionnaire 
via case vignettes and role plays. Using case vignettes and role plays reduces potential biases 
such as social desirability response bias, because participants are more likely to answer 
questions honestly because they are not as personalised to the hypothetical situation (Geiger et 
al., 2006). However, one likely disadvantage of using case vignettes is that the participant 
might be able to guess the purpose behind the questions, and therefore may not answer as 
honestly (Coolican, 2009). Despite this setback, experimental research using scenarios has 
been carried out successfully in consumer behaviour research (see, for example, Smith and 
Bolton, 1998) and in accounting research  (see, for example, Seifert et al., 2010).  
In an experiment, the researcher manipulates one or more independent variables while 
observing the effects on a dependent variable. The researcher can control this process 
carefully, which it is impossible to do so in most other methods such as a survey (Zikmund, 
2003). Thus, when conducting an experiment, the researcher is able to study various influences 
through a factorial design, testing for potential main effects (experimental differences between 
the dependent variables and independent variables) and interaction effects (specific 
combinations of the independent variables) (Zikmund, 2003). A factorial experiment is applied 
when the researcher wants to identify the cause-effect relationships of more than one 
independent variable on a dependent variable. Factorial experiments have been used in 
accounting literature such as Douglas et al. (2001), Seifert et al. (2010), Carpenter and Reimers 
(2005), and Chen et al. (2012). The main effects tested in the present study are the influence of 
independent variables, EM (OEM and AEM) and levels of cultural dimensions (PD, CI and 
UA), on responses about ethical awareness, ethical judgment, and ethical intention. The 
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interaction effects are the interaction between the EM type and cultural dimension context 
(High/Low) on the participants‟ responses. The researcher considered that it would be useful to 
be able to test potential interaction effects, because some of the factors may combine with each 
other to have impacts on participant responses.  
There are several forms of experimental research possible, including lab experiments 
(experiment conducted in a control environment with procedure), field experiments 
(experiment conducted in a participant‟s real life environment with low or medium level of 
control), factorial experiments (involve more than one factor in the experiment, with high level 
of control), or quasi-experiments (subject is not randomly assigned to the treatment condition) 
(McLeod, 2012, White and Sabarwal, 2014). Lab experiments and field experiments are used 
more frequently in accounting literature (see, for example, King and Wallin, 1995, Magilke et 
al., 2009, Wang, 2010, Hunton and Gold, 2010). The independent variables in the present 
study are cultural dimensions and EM types manipulated in EM scenarios, whereas the 
dependent variables are the first three steps of the ethical decision-making process: ethical 
awareness, ethical judgment, and ethical intention. To reflect the research objectives two and 
three, a 2x2x2x2 factorial design is the most suitable, because the study examines three 
cultural dimensions (PD, CI, UA), with two levels (High/Low), each embedded in EM context. 
The independent variables are the cultural dimensions and EM type, and the dependent 
variable is response to ethical awareness, ethical judgment, and ethical intention. The 2x2x2x2 
factorial design is illustrated in Figure 4.2 and will be discussed further in detail in Section 
4.5.4. 
Figure 4.2: 2x2x2x2 Factorial design 
Level 1: High
Level 2: Low
Level 1: High
Level 1: High
Level 2: Low
Level 2: Low
Factor 1: Power 
Distance 
(PD)
Factor 2: 
Collectivism 
(CI)
Factor 3: 
Uncertainty 
Avoidance 
(UA)
Level 1: OEM
Level 2: AEM
Factor 4: 
Earnings 
management 
(EM)
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As per the diagram, each of the three factors (Factor 1: Power Distance; Factor 2: 
Collectivism; Factor 3: Uncertainty Avoidance) has two levels (High and Low). Hence, each 
EM scenario (one for OEM and one for AEM) was manipulated to create six scenarios of 
high/low level (for example, high power distance, low power distance, high uncertainty 
avoidance, low uncertainty avoidance, etc.).  
The factorial experiment design is the most appropriate to use in this study, because in order to 
answer the research objectives and research questions outlined earlier, multiple cultural 
dimensions (PD, CI and UA) and two types of EM (OEM and AEM) need to be taken into 
account to explore the interactions between each (or in combination) of cultural dimensions 
and EM type and ethical awareness, ethical judgment, and ethical intention. Accordingly, this 
is a complex cause-effect relationship. In conclusion, even though experiments, using a 
factorial design, are complicated, take time to design, and are sometimes costly, they are 
strongly recommended by Chen and Shipper (2008), especially for behavioural experiments, 
because they can give results on multiple behaviour that other methods cannot accommodate. 
The level of control exerted over the independent variable is a prime advantage of the 
experiment method. However, the level of control can be a potential weakness for this method 
when the researcher over-manipulates the variable or other factors, which can lead to an 
unrealistic situation and, therefore, limited external validity (Coolican, 2009). To overcome 
this limitation, careful design, including manipulation of scenarios, and manipulation checks 
were then performed to ensure the respondents recognise the differences of the scenarios 
manipulated. Random subject (participant) allocation is important, so the researcher treats 
participants in different conditions or manipulations in the same manner (Kantowitz et al., 
2014). If the process is not carried out carefully, the researcher will not get the desired outcome 
(Kantowitz et al., 2014). Experiment methods have low external validity, which means that the 
generalizability of the research is low. However, this is less the case in the present study, 
because of the relatively high number of respondents. Further discussion on the manipulation 
of experiment is presented in Section 4.5.2 – Manipulation within the factorial design.   
4.5.2 Manipulation within the factorial design 
Given high/low was used in the literature to describe cultural dimensions, it is argued that high 
vs. low are the optimal options to manipulate each cultural dimension in the present study. 
McQueen and Knussen (2006) confirm that, when manipulating independent variables, it is 
acceptable to use high and low levels as a manipulation tool. While use of manipulations is still 
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limited in accounting research (Du et al., 2011), high/low levels are widely employed in 
experiment design, mostly in marketing research (Laroche et al., 2004, Patterson and Mattila, 
2008) and in accounting research (see, for example, Douglas et al., 2001, Elias, 2002).   
In the factorial design, the high/low independent variable (PD, CI; UA) is combined with 
high/low levels of other independent variables to generate probable conditions. For example, 
high PD can be combined with high CI and high UA, or high PD can be combined with low CI 
and high UA, and so on. Subjects were randomly assigned to one of 8 combination 
experimental conditions, as per the Table 4.3. The manipulation of the scenarios is included in 
Appendix 3, and the example of the combination for subject allocation 1 (questionnairs for 
subject allocation 1), as per Table 4.3, is included as Appendix 4 of this thesis.  
Table 4.3: Manipulations and combination of factors 
Experimental 
condition number 
(subject allocation) 
Factors 
Power Distance 
Collectivism/ 
Individualism 
Uncertainty 
Avoidance 
1 High High High 
2 High High Low 
3 High Low High 
4 High Low Low 
5 Low High High 
6 Low High Low 
7 Low Low High 
8 Low Low Low 
The researcher decided to use a combination of between-subjects design and within-subjects 
design. “Within-subjects designs involve repeated measures because with each treatment the 
same subject is measured” (Zikmund, 2003, p. 273); whereas between-subjects design means 
that „every subject receives only one treatment combination‟. Between-subjects designs are 
applied in the present study so that each participant was allocated to one treatment combination 
of cultural dimension (i.e. eight group of combination as in Table 4.2 above). However, it is 
also a within-subjects design, because each participant at the same time is allocated to an OEM 
and an AEM scenario, described as follows.  
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4.5.3 Development of scenario-based manipulations  
Manipulation of independent variables is very important to an experiment, and it makes 
independent variables special in the sense that the researcher can create their own value via 
treatment and control of the independent variables (Zikmund, 2003). A good manipulation 
should maximise the differences between groups within a factorial design.  
Case vignette or scenario-based research has been used extensively in the literature (see, for 
example, (Rest et al., 1999, Thorne, 2000, Cohen et al., 1996, Geiger and Smith, 2010). 
Scenarios are beneficial and extremely helpful to use for research into sensitive topics (Dhruv 
et al., 2008, Hess et al., 2003, Coolican, 2009). The present study utilizes „culture priming‟ 
method (Oyserman and Lee, 2007, Hong et al., 2000) to manipulate the scenarios with cultural 
dimensions (i.e. power distance, collectivism/individualism, uncertainty avoidance). 
The EM scenarios used in this research were adapted from studies such as Merchant and 
Rockness (1994), Fischer and Rosenzweig (1995), and Geiger and Smith (2010); and further 
extended in accordance with the cultural dimensions of PD, CI, and UA. Originally, four 
earnings management scenarios (two OEM and two AEM scenarios) were chosen and 
manipulated; however, the researcher realised that it would have taken too much time for 
participants to complete the questionnaires, which may have led to a low response rate. 
Therefore, the number of scenarios used during the pilot test process were reduced from four to 
two scenarios (one OEM and one AEM scenario). Both of the OEM and AEM scenarios were 
manipulated into six scenarios, of high PD, low PD, high C, low C (meaning individualism), 
high UA, and low UA. This is in keeping with the advice given by Rugg and Petre (2007), that 
manipulation of scenarios should be kept to only one factor when possible. The manipulation 
of the scenarios is disclosed in Appendix 3 of this thesis. All six scenarios have the same 
context and the same accountants‟ decisions, but the motivation for making each decision is 
different based on the different cultural dimensions.   
The first stage of scenario manipulation was to review EM scenarios from the literature. As 
mentioned above, there were several studies, such as Seifert et al. (2010), Cohen et al. (1996), 
Thorne (2000) using EM scenarios. However, these prior studies either did not use EM 
scenarios, instead using ethical scenarios (Rest et al., 1999, Thorne, 2000), or the scenarios 
were limited to general EM only and were not distinctly divided into OEM or AEM (Cohen et 
al., 2001). The researcher found that the scenarios from Geiger and Smith (2010), Fischer and 
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Rosenzweig (1995), Merchant and Rockness (1994) were the most appropriate, because these 
studies looked specifically at the relationship between EM and ethics, and specifically included 
both OEM and AEM scenarios. As mentioned previously, no research to date has studied the 
combined influence of EM and culture on ethical decision making across a large sample of 
non-Western accountants; hence, to employ the previous research that studied the links 
between EM and ethics directly would be a good starting place for the present study.  
The second stage of scenario manipulation was to review the academic literature concerning 
PD, CI, and UA, to comprehend the conclusions made by other researchers regarding these 
cultural dimensions (House et al., 2004, Hofstede, 2001, Trompenaars and Hampden-Turner, 
1998, Schwartz, 1999, Guan et al., 2005, Callen et al., 2011, Han et al., 2010). This review 
stage has been outlined in the Chapter 2 literature review.  
Manipulating the OEM scenarios was more difficult than the AEM scenarios, the reason being 
that, in general operating activities (for example, giving discounts or delaying paying 
expenses), the decisions are often manager-driven, not accountant-driven. As such, the 
researcher decided to manipulate the scenario in such a way that, in each case, the decision was 
made by the accountant instead of the manager.  
Another difficulty in manipulating the scenario is the researcher will need to somehow force 
the key attributes for each cultural dimension to stand out, in order to make the manipulation 
valid. For example, if the scenario involves high PD, the scenario shows the accounting 
decision coming from superiors; for low collectivism (individualism) scenarios, the decision is 
based on the benefits to the individual accountant. On the other hand, a scenario with UA 
indicates that the accountant prefers to follow the accounting rules (rules oriented).  
Once the scenarios were finalised, they were reviewed by a group of academic experts who 
were knowledgeable about the theories being tested. During this stage, the scenarios were 
revised several times and adjustments were made by four accounting experts. The adjustments 
were mainly focused on the distinctions between different scenarios based on cultural 
dimensions, as well as the clarity of each scenario.  
When the scenarios were completed in English, they were then translated into Vietnamese. 
After being translated into Vietnamese, it was discovered that some phrases did not distinguish 
cultural dimensions clearly enough; for example, the original word used in the high PD 
scenario was „GM‟s instruction‟, but after being translated into Vietnamese, the researcher 
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needed to find a clearer phrase to use, such as „GM‟s direction‟, because the term „instruction‟ 
didn‟t sufficiently express the superiors‟ power.  
The translation process was not easy, as the questionnaire contained highly technical terms in 
accounting and ethics. Once the translation was completed, it was then translated back from 
Vietnamese into English to ensure the validity of the translation.  
Once the translation process was completed, the full set of questionnaires were reviewed by 
five qualified Vietnamese accountants, each of whom has either ACCA or CPA Australia 
qualification and more than 10 years' experience. Their review focussed in particular on the 
appropriateness of the scenarios.  
4.5.4 Research instrument design 
As discussed, the research instruments, comprising EM scenarios and questions used in the 
experiment, were carefully designed. The factorial experiment included the following 
measurement instruments: demographics, manipulation checks, and ethical questions. The full 
set of research instruments can be found in Appendix 4. 
Demographics 
Before answering the ethics question, subjects were asked to answer demographical questions, 
which included personal information (age, gender, residential location, whether or not the 
subject had lived abroad) and educational background, with particular focus on the 
qualifications that the respondents held. The reason for including educational background was 
that, as a result of the interviews, the researcher concluded that, if a respondent has 
accountancy qualifications, he/she would have stronger ethical views. This will be 
demonstrated and further discussed in the data analysis section of this thesis.  
The demographics questions also included two questions related to employment, whether the 
respondents live abroad and whether they are working for international/multinational 
organisations. These two demographics questions could influence the data analysis, because 
the researcher expected that the ethical perspective would be different between respondents 
living abroad or working for international organisations, as opposed to respondents only living 
and working for local businesses. The demographics questions were posed at the beginning of 
the questionnaire, as recommended by Fricker and Ronald (2008).  
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Manipulation Measurement  
Independent variables are created through manipulations of case vignettes rather than specific 
measures. Accordingly, manipulation checks were necessary to ensure that each manipulation 
was effective. Put another way, a manipulation check allows one to see if the participants are 
interpreting the scenario in the way they should be. Breakwell and David (2007) confirm that 
manipulation checks are a key factor in determining whether or not an experiment is valid. It is 
important that the participants can see the differences between each scenario. The manipulation 
check questions can be found in Appendix 3 of this thesis.  
The results for the manipulation check were largely in line with the researcher‟s expectations 
and are described in Chapter 6. Attaining positive results required significant time and effort 
from the researcher and contributions from other academic experts and highly qualified 
accountants. Overall, the academic experts and experienced accountants evaluated highly the 
content of the scenarios; however, they also suggested that some wording be changed in the 
scenarios to ensure that different EM scenarios were distinguishable from each other, to better 
accord with the specific cultural dimension. The researcher found that making adjustments to 
the scenarios during these manipulation checks was valuable, in that it enhanced the 
development of the scenarios.   
As an example of the suggestion by academic experts and accountants, in the high PD 
scenario, the original sentence was: „The GM directed the accountant to change the credit 
policy in order to offer extremely generous payment terms of 60 days to bring forward next 
year’s sale (2013) to the current year’s sale: (2012). Even though the accountant understood 
that this action would not bring any direct benefits to her and all other employees, she still 
decided to agree to the GM’s direction, because she thought that staff would need to follow the 
bosses’ instructions‟. If this statement had remained as it was, the reader would infer high PD 
from the phrase „follow the bosses‟ instructions‟. However, if the reader has to distinguish 
between high PD and UA (in this case, following the accounting rules) when answering the 
manipulation check questions, then they would likely be confused. Therefore, the researcher 
added a few words to make the scenarios more directly related to high PD: „Even though the 
accountant understood that this action would not bring any direct benefits to her and the other 
employees, she still decided to agree to the GM’s direction immediately, without carefully 
considering too much about the accounting rules, because she thought that staff would need 
to follow the bosses’ instructions‟. The process of finalising the scenarios was complicated and 
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time-consuming. The manipulation checks were a necessary step to determine whether each 
manipulation has the intended effect on participants. In this study's design process, 
manipulation checks were conducted several times and appropriate adjustments made to the 
scenarios to ensure that there were significant differences between alternate cultural 
dimensions for each EM scenario.  
The second question included in the survey („Overall, what is the likelihood of happening of 
the situation described in the scenario above?‟) was intended to check the realism of the 
scenarios. This question achieved two aims. The first aim was to see whether the design of 
scenarios is realistic or not, enabling the researcher to change the scenarios accordingly. This 
question was very helpful in the design process as it helped determine whether or not the 
scenarios are likely to happen in real life. This was expected to be very interesting, since the 
researcher could evaluate the accountants' view of whether similar scenarios of EM might be 
happening in Vietnam or not. For this reason, the researcher decided to include this question in 
both the pilot and the main surveys. 
Measurement of dependent variables: Ethical decision making  
As mentioned earlier, the dependent variables in this study were the accountants‟ responses to 
questions concerning ethical awareness, ethical judgment, and ethical intention. Participants 
first read the scenario and then answered the list of ethics questions to reveal their ethical 
perspectives on EM. The scale employed in this study to measure the ethics is 
Multidimensional Ethics Scale (MES).  
As discussed in Chapter 2, MES originally designed and developed by Reidenbach and Robin 
(1990) was used extensively in the literature (Barnett and Valentine, 2004, Nguyen and 
Biderman, 2008, McMahon and Harvey, 2007, Cohen et al., 2001, Heinz et al., 2013). MES is 
argued to be a suitable tool to measure ethics because it allows the researcher to choose certain 
relevant ethics questions to include in the research, and as result enhances the focus of the 
study and reduces the completion time of the questions (Chen et al., 2012). The MES modified 
by Cohen et al. (1993) and Cohen et al. (1996) was used to measure ethical awareness and 
ethical judgment in the present study.  
In appling this framework to the present study, the order and flow of the questions were 
considered carefully; and changes were made to the original order of the questions as per 
Cohen et al. (1996), in order to enable participants to answer questions more easily and more 
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appropriately (Saunders et al., 2000). The order was changed in order to pose less complex, 
more straightforward questions earlier, and more complex questions later. For example, the 
question of „the level of acceptability to my organisation’ may be easier to answer than ‘please 
rate the ethical level of my action described in the scenario above and explain your answer’. 
Some questions were omitted, as they were either not relevant to this study or not appropriate 
in a Vietnamese context: for example, choosing between Just/Unjust, Fair/Unfair, Morally 
right/Not morally right, Produces the greatest utility/Produces the least utility, and so on. 
Vietnamese are likely to have difficulty in understanding terms such as „utility‟ in this context. 
In addition, if the researcher had included all 16 MES questions, the questionnaire would have 
been too long. At the end of the design process, the researcher selected the eight most 
appropriate and workable questions to accommodate each EM scenario in a Vietnam context. 
Specifically, to measure ethical awareness, the first four questions (Appendix 4) were used 
(The level of acceptability to my organization; The level of acceptability to my family; The 
level of acceptability from a Vietnamese cultural perspective; The level of personal satisfaction 
for me). Ethical judgment measure by question: The ethical level of my action described in the 
scenario. 
To measure ethical intention, similar to Cohen et al. (1996) and Bass et al. (1999), the 
researcher used two questions to measure the probability of taking the same action, both of the 
participants and of their peers, as outlined above. There are a number of studies using the same 
ethical intention measurement of Cohen et al. (1996) by asking two questions on the 
probability of conducting actions (see, for example, Bass et al., 1999, Heinz et al., 2013). The 
first question to ask is, „The probability that I would undertake the same action’ (Cohen et al., 
1996, Cohen et al., 2001), and the second question is, „the probability that my peers would 
undertake the same action’ to account for halo effects (Cohen et al., 1996). Prior studies 
(Cohen et al., 1996, Randall and Fernandes, 1991) acknowledge the existence of social 
desirability response bias in ethic research; this happens when individuals self-evaluate as 
being more ethical in order to appear more altruistic and society-oriented. 
In relation to the Likert scale, the researcher also considered two options. The first option was 
leave an open scale from 1 (unacceptable) to 7 (acceptable), without scales between 1 to 7 (i.e. 
remain exactly the same format as in Cohen et al. (1996)), as follows: 
Not acceptable to my family | ____ | ____ | ____ | ____ | ____ | ____ | ____ | Acceptable to my family  
Culturally acceptable  | ____ | ____ | ____ | ____ | ____ | ____ | ____ | Culturally unacceptable 
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The second option was to use 'pre-coding' questions (Saunders et al., 2009) as follows: 
 
Extremely 
Low 
Very 
Low 
Low 
Neither 
High or 
Low 
High 
Very 
High 
Extremely 
High 
 1 2 3 4 5 6 7 
The level of acceptability to 
my family (assume that my 
family know about this 
action) 
       
The level of acceptability 
from a Vietnamese cultural 
perspective 
       
The two above options were presented to 12 Vietnamese accountants, and 11 out of 12 people 
being asked preferred the second option, because they thought that option 1 is more subjective 
and it was easier for them to answer the questions with a clearer scale as outlined in option 2. 
The full set of questions can be found in Appendix 4 of this thesis.  
4.5.5 Pilot test process 
Prior to education the main experiment, a pilot test was conducted to refine the questionnaire 
and ensure that the respondents had no difficulty in answering the questions listed (Saunders et 
al., 2000). 
As noted earlier, in the pilot study, manipulation check questions were conducted to ensure 
that the independent variables were successfully manipulated. The manipulation check 
questions were not included in the main experiment due to the main questionnaire already 
being long. However, there are advantages in including these questions in the pilot study. 
Firstly, if the result of the manipulation checks is negative, the scenarios can be corrected 
before conducting the main experiment. Secondly, if the result of the manipulation checks 
show that the independent variables were successfully manipulated but the researcher finds no 
effect between dependent and independent variables in the data analysis stage, the researcher 
will know that the reason for this is not because of failure of the research instrument 
(Kantowitz et al., 2014). 
After two separate manipulation checks on the scenarios, there were two additional pilot tests 
conducted in Vietnamese with a full set of questions (including manipulation checks and main 
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ethics questions). These pilot tests were conducted prior to the real experiment, as suggested 
by Coleman and Montgomery (1993, as quoted in Montgomery, 2013).  
The first pilot test was conducted with 10 Vietnamese accountants, all of whom have at least 
ten years' working experience. Before conducting the pilot survey, participants were asked to 
keep track of their response time for the manipulation checks and main factorial experiment. 
An intensive interview was carried out with each of the 10 accountants to ask them for their 
opinion on the questions and scenarios designed.  
The feedback received was generally positive, except regarding the length of the survey. The 
total time taken to complete both the manipulation check and main factorial experiment was 
approximately 45–50 minutes. Responses confirmed whether or not to include the 
manipulation check in the main survey, with more participants suggesting they be removed to 
shorten the survey (Saunders et al., 2000) (i.e. if including manipulation check questions, the 
response time would be longer, resulting in fewer responses). In addition, including the 
manipulation check questions in the main survey may distract participants or inform them 
about the research purpose, which would lead to inadequate responses (Zikmund, 2003). 
Hence, the researcher decided to only carry out the manipulation check at the pilot stage and 
not to include manipulation check questions at the main factorial experiment stage.  
The adjustments made after the first pilot concerned the appropriateness of the questions. 
There were several words added and taken out of the scenarios so that they were appropriate 
for a Vietnamese context and clearer for respondents. For example, in an original question, the 
phrase „the level of acceptability to my family’ was changed to „assume that my family knows 
about this action‟, because as per pilot participants Vietnamese people tend to think that family 
has little to do with work, and hence if the adjustment had not been made, the sentence would 
have been difficult to understand and to answer. Moreover, prior to inserting this phrase, many 
pilot questionnaires were left blank on this question. After the phrase was inserted, the 
questionnaires were answered in full. A second round of pilot tests was conducted after all the 
adjustments were made. The final online pilot tests in Vietnamese were conducted with 60 
Vietnamese accountants, each of whom has 2–3 years' working experience. These final online 
pilot tests were important to ensure that the main survey would run smoothly when conducted 
via web link (Saunders et al., 2009).  
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4.5.6 Validity of the research  
'External validity' describes the findings‟ generalisability to the wider population. In other 
words, it is the extent of the applicability of the research conclusion to a real world situation. 
Therefore, the better the external validity in experimental design, the more valuable the 
research. In addition, external validity is increased when the sample truly represents the 
population of interest. In this case, the external validity of this study could be argued to be high 
due to the large number of responses from qualified participants (n = 592). In addition, the 
responses were reviewed carefully before analysis. All the responses were found to be highly 
valid. According to Zikmund (2003), 'Internal validity' refers to the ability of the research 
design to unambiguously test the research objectives and research questions. Internal validity 
accounts for all factors that affect the outcome of the research questions. The research design 
plays an important role in identifying good internal validity. In an experiment, good 
manipulation control and a randomly selected sample will enhance the internal validity 
significantly. As demonstrated, the internal validity of this study was enhanced because the 
research design was carefully planned, with several pilot tests carried out to ensure the research 
instrument was valid before the main experiment was conducted (Watt and Berg, 1995). 
4.5.7 Selecting samples 
It was impractical for this study to conduct the survey with the entire population (i.e. 
approximately 10,000 Vietnamese accountants), because the research required participants 
with experience and strong accounting knowledge; without accounting knowledge and 
experience, participants would not be able to understand the scenarios and answer research 
questions. In Vietnam, people may work as 'an accountant', but actually their role is more like 
that of a 'bookkeeper'. In addition, to survey the whole accountant population in Vietnam 
would be costly and take too much time (Saunders et al., 2000). Experiments using 
professional participants were popular in the 1970s, and the researcher found that, for this 
factorial design, professional accountants were the most appropriate subjects for the main 
study, while less experienced respondents were acceptable for the pilot studies (Smith, 2011). 
The sample was focussed on accountants with at least three years' experience who have 
knowledge of dealing with various accounting situations in Vietnam. In addition, ideal 
candidates had more experience with cultural adaptation in the workplace as well as a keen 
understanding of work ethics. The researcher therefore expected higher quality answers for the 
questionnaires. The researcher also expected that accountants with 3–20 years' experience 
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would provide different answers in the accounting ethics scenarios, indicating that various 
generations would have different perspectives in a developing country.  
Participants had different qualifications, ranging from university degrees to more specific 
accounting qualifications such as ACCA, CPA Australia, CPA Vietnam and Chief Accountant 
qualifications issued by the Ministry of Finance. Again, this wide range of participants would 
present a robust sample for analysis. Demographic details of the sample are presented in 
Chapter 6. 
4.5.8 Administering the questionnaire 
The total time for data collection was seven weeks, which is within the time frame 
recommended by Saunders et al. (2000). The data was collected from different provinces in 
Vietnam via the World Wide Web, email, accounting seminars, and conferences, as follows. 
Data Collection via Web-based Survey (Qualtrics)  
Web-based surveys have become more popular nowadays because they are practical in the 
development and interactive stages (Smith, 2011). After completing the demographic 
questions, participants were divided into eight groups set up automatically by Qualtrics, with 
participants having the option to choose one of the groups to answer the ethics questions. Once 
selected, group participants could not re-choose the group and could not re-do the questions. 
When each group was filled with the given number of participants (for example, n = 28 per 
group), Qualtrics closed down that group automatically.  
Web-based surveys were administered via email and Facebook. Online surveys are faster and 
less expensive than other methods (Smith, 2011). Smith (2011), however, warns that the 
disadvantage of online surveys is that the responses can be easily manipulated, since one single 
individual could submit several responses. Nonetheless, this is not an issue in this study, 
because the researcher set up the survey to allow each IP address to take the survey one time, 
hence making it hard for one person to attempt the survey several times. Participants first read 
the participants' information sheet, and then worked on the demographic questions and finally 
the main ethics questions.  
Gill and Johnson (2010) highlight that the disadvantage of email research is that it has no 
sampling frame and the representative sample cannot be evaluated. However, these 
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disadvantages were overcome in this research by the researcher only emailing the survey to 
people whom she personally knew had more than 3 years' experience in the accounting field.  
Data Collection via Paper Survey at Accounting Seminars 
When collecting data via paper survey at accounting seminars, the researcher randomly 
distributed participants to one of eight groups by emailing them at random. The researcher was 
careful to have an equivalent number of respondents for each group, and did this by printing 
exactly the same number of copies for 8 groups to ensure an equal distribution. If one group 
was short, the researcher collected more respondents for the shorter group via online survey or 
email. Hence, the researcher had total control over the allocation of groups.    
Paper surveys were distributed to four accounting seminars in Hanoi and Ho Chi Minh City, 
where two seminars were held for ACCA students and members, and two other seminars were 
held for experienced Vietnamese accountants who are members of the Vietnamese Association 
of Public Accounting.  
Response rate:  
Web-based surveys were sent to approximately 720 participants, and the response rate was 
31.7% (n = 228). This is much higher than the 20% predicted by Saunders et al. (2009). The 
reason for this is because the survey was administered online via „snowballing‟, whereby the 
researcher contacted to identify potential participants directly and then followed up on non-
responses. The result of this process was that the response rate was much higher than expected. 
With the web-based survey, based on estimation time of completion, the questionnaire took 
20–30 minutes to complete; thus, if the participants only spent less than 10 minutes, then the 
questions may not have been answered appropriately. Such inappropriate responses accounted 
for 21.1% of the returned surveys. These responses were discarded prior to any analysis. 
Paper-based surveys were sent to 1150 participants, and the response rate was higher at an 
average of 47% (n = 541).  
In total, 623 responses for the primary data analysis were obtained from both online and paper 
surveys. However, on review prior to analysis, a further 31 responses were deleted because 
participants completed without care by choosing only one option (for example, Option 1- 
Extremely low or Option 7 – Extremely High) throughout their responses. This left, finally, 
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592 responses to be continued into the analysis. The results of the data analysis for the 
experiment (including the manipulation check questions) can be seen in Chapter 6.  
Ethics clearance: 
It should also be highlighted that ethics clearance was received from the RMIT Business 
College Human Ethics Advisory Network before conducting the interviews and experiment. 
Interviewees also signed a consent form, as did experiment participants.   
4.6 Conclusion 
This chapter explains the research methods used in the study. The chapter discusses the 
philosophy of the research and then details the exploratory sequential mixed methods design 
and justification for this approach.  
A mixed method approach with a combination of interview and experiment is the most suitable 
to this research because interviews provide flexibility when investigating the first research 
objective: the participants‟ perceptions of financial reporting quality. In addition, interviews 
guided the interpretation of technical terms such as EM. The second experiment at approach 
was designed to meet research objectives two and three of the present study. As a proven and 
supported method, it was used to study the relationship between different variables (i.e. EM, 
cultural dimensions, and ethical awareness, ethical judgment, and ethical intention). MES was 
used to measure ethical awareness, ethical judgment, and ethical intention. Both methods, 
interviews and experiment, were carefully designed and pre-tested before being conducted with 
participants. The interviews were conducted with 16 participants, who are senior accountants, 
audit director, and a senior government official. The design of the factorial experiment method 
involved the scenario manipulation of cultural dimensions (PD, CI, UA) and earnings 
management types (OEM and AEM). Manipulation checks were conducted to ensure the 
validity of the manipulations prior to the survey. The experiment takes around 20 to 30 
minutes to complete. As discussed earlier in this chapter, this assisted with the generation of a 
good response rate of 41.1% (Total questionnaires sent out for both online and papers were 
1,870, returned 769 questionnaires). An important integration between the exploratory 
sequential mixed methods is the outcome of the interviews as the basis for the experiment 
methods. The number of valid questionnaires returned for the experiment phase was 592, with 
all respondents recording at least 3 years accounting experience.  
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Chapters 5 and 6 describe the findings from both research approaches: interviews, and 
experiment, respectively. 
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CHAPTER FIVE: FINDINGS PART 1 – INTERVIEWS 
5.1 Introduction 
This chapter discusses the findings from the interviews conducted with sixteen senior 
Vietnamese accountants during a two-month period. The aim of the interviews is to address the 
first Research Objective: to obtain accountants’ perceptions of the quality of financial 
reporting and the potential impact of culture on financial reporting in Vietnam. This was 
further addressed using the three following Research Questions:  
 How do accountants perceive the current state of financial reporting in Vietnam? 
 What do accountants understand to be earnings management? 
 Do accountants believe that culture impacts on financial reporting and, if so, how? 
The interview data was transcribed into English by the researcher. Nvivo software was used to 
code and analyse the responses using the themes as per three research questions listed above. 
Each theme was analysed further into smaller sub-sections as per recurring themes discussed in 
Sections 5.3, 5.4 and 5.5 below. These interview findings also informed the development of the 
case scenarios used in the second stage of this study. 
The chapter begins with the interviewees‟ profiles and accounting background. This is 
followed by details of their perceptions regarding the quality of financial reporting (FR), and 
then details of the interviewees‟ understandings of earnings management (EM). Finally, the 
interviewees‟ perceptions of cultural impacts on financial reporting are discussed.  
5.2 Interviewees’ profiles 
As outlined in Chapter 4, interviews were conducted with sixteen highly qualified Vietnamese 
accountants (seven working in the auditing field as audit directors or audit partners; six 
working in industry as financial controllers or financial directors; two working for respected 
government offices; one working as an accounting lecturer in an international university), with 
length of experience ranging from 12 to 25 years. Interview details and schedule can be found 
in Table 5.1. For confidentiality reasons, the interviewees‟ working organisations are not 
specifically stated. Instead, their field of work is broadly outlined and listed in the table. The 
age of the interviewees ranges from 31 to 60, with an equal number of male and female 
participants. They are all highly educated: among the 16 interviewees, five of them have 
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bachelor degrees, ten hold master‟s degrees, and one has a PhD. All interviewees also hold a 
professional accountant qualification such as ACCA, CPA Australia or CPA Vietnam, four 
interviewees having more than one qualification.  
The findings from the interviews will be analysed based on each research question. Section 5.3 
details the findings for research question one, Section 5.4 details the findings for research 
question two, and finally, Section 5.5. details the findings for research question three.  
 Table 5.1: Interviewees’ schedule and profiles 
Interview 
Date Position 
Accountancy 
Qualification 
Academic 
Qualification Work Field (*) 
17/3/2014 Accounting 
Lecturer CPA Australia 
Masters‟ 
Degree University 
19/03/2014 
Audit Partner 
Fellow Chartered 
Accountant (FCA) 
Masters‟ 
Degree 
Big 10 Audit firm  
(International firm) 
20/3/2014 Partner and 
Deputy General 
Director 
 
Masters‟ 
Degree Local Audit firm 
7/04/2014 
 
Managing 
Partner 
ACCA, CPA 
Vietnam PhD Local Audit firm 
8/04/2014 
Audit Partner 
ACCA, CPA 
Vietnam Bachelors Big 4 Audit Firm 
10/04/2014 Financial 
Controller ACCA Bachelors 
Vietnamese Private 
Cooperation 
14/4/2014 Chief Financial 
Officer ACCA 
Masters‟ 
Degree 
Vietnamese Semi-State 
Cooperation 
15/4/2014 
Audit Director 
ACCA, CPA 
Vietnam Bachelors Big 4 Audit Firm 
15/04/2014 
 
Finance and 
control manager ACCA 
Masters‟ 
Degree 
Vietnamese Semi-State 
Cooperation 
17/04/2014  Chief 
Accountant ACCA Bachelors International Cooperation 
19/04/2014  
 
Chief Financial 
Officer ACCA 
Masters‟ 
Degree 
International Financial 
Service Organization 
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22/4/2014 
Audit Partner CPA Vietnam 
Masters‟ 
Degree 
Big 10 Audit firm  
(International firm) 
23/04/2014 Accounting 
Director ACCA 
Masters‟ 
Degree International Cooperation 
24/04/2014 
 Senior Officer ACCA 
Masters‟ 
Degree Government Officer 
24/04/2014 
Audit Partner 
ACCA, CPA 
Vietnam Bachelors Local Audit firm 
01/05/2014 
Senior Officer 
CPA Vietnam 
Masters‟ 
Degree Government Officer 
(In further promoting confidentiality, the order in which the interviewees are listed above does 
not correspond with the interview number quoted in the findings.) 
5.3 Current state of financial reporting in Vietnam  
5.3.1 Accounting standards and financial reporting 
In the present research, the following three criteria were used to explore the current state of 
financial reporting in Vietnam according to the interviewee‟s perspective: compliance with 
accounting standards, two fundamental qualitative characteristics of accounting information 
(faithful representation and relevance), and audit quality. As discussed in Chapter 2, these 
factors have significant impact on the quality of financial reporting.  
Over 25 years ago, businesses in Vietnam prepared financial statements (FS) without the use of 
any accounting standards or regulations; but the situation has begun to change considerably 
since then. There are two main accounting standards used in Vietnam: Vietnamese Accounting 
Standards (VAS) and International Financial Reporting Standards (IFRS). By law, the primary 
accounting standard with which businesses have to comply is VAS. IFRS is an optional set of 
standards used by many other businesses in Vietnam, especially multinational organisations. 
Because the adoption of IFRS has been found to influence the quality of financial statements 
(Barth et al., 2008, Leuz et al., 2003, Chen et al., 2010), the interviews were used to explore 
interviewee perspectives on the benefits and drawbacks of IFRS adoption in Vietnam.  
In line with the development of the economy, VAS has significantly reformed over the years 
from 1990 to the end of 2005. From 2001 to beginning of 2006, the Ministry of Finance 
 
96 
(MOF) issued the current VAS, including 26 standards based on IAS, with some modifications 
made to reflect local accounting regulations and the environment. The 26 standards in VAS 
were either fully or partially compliant with IFRS (Nguyen and Gong, 2012). The average 
adoption rate of IFRS in VAS was 66.4% (Pham et al., 2011). The incorporation of IFRS into 
VAS is generally considered by interviewees to be a vital factor in ensuring alignment with 
trends in global accounting developments, in enhancing the integration of the Vietnamese 
economy with the rest of the world, and improving the knowledge and skills of Vietnamese 
accountants.  
Three interviewees indicated that they have participated in conferences and discussions 
organised by the MOF in relation to changing the Vietnamese accounting standards. These 
interviewees, when talking about the approach to IFRS adoption, said that MOF should simply 
translate IFRS and apply them in Vietnam rather than spending valuable time and money to 
modify them based on current Vietnamese accounting standards. However, three other 
interviewees opined that it is necessary for the MOF to make adjustments to IFRS to better 
address accounting issues specific to Vietnam. The Vietnamese MOF are well aware of this 
later viewpoint and are currently working on updating the current VAS to keep pace with the 
country‟s rapid changes. One interviewee explained that „this new VAS development is still in 
the process of updating the current standards while designing new ones’ (Interview 4).  
However, as IFRS are updated quite frequently, VAS not only has trouble keeping up with the 
latest changes to international standards but there are also issues of deciding how to adapt to 
local conditions. According to one interviewee, „there are a number of standards within IFRS 
dealing with complex aspects (e.g. financial instruments) which are unpopular or even 
unavailable in Vietnam’s market’ (Interview 6). Issues such as these mean that IFRS cannot be 
fully adopted at the moment in Vietnam, because the country‟s system has its own unique 
features that the government wishes to retain. Several interviewees listed limitations and 
problems with IFRS adoption. For example, in the case of specific standards, it would be 
extremely hard to apply the fair value concept in Vietnam. Six interviewees confirmed this, 
with one interviewee emphasising:  
We can only apply fair value to listed companies to some extent. However, it will be 
very difficult to apply fair value to real estate, for example, because there are no fair 
values for property in Vietnam at the moment (Interview 12). 
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A further issue brought up by interviewees relates to limited resources and expertise. For 
example, if IFRS were adopted in Vietnam, further education and updated technical knowledge 
for Vietnamese accountants would be required. Currently, according to ACCA, CPA Australia 
and CPA Vietnam, Vietnam has a limited number of qualified accountants: approximately 
1,150 are qualified in some way (700 ACCA, 200 CPA Australia, 200 CPA Vietnam, and 50 
estimated Certified Management Accountant (CMA), Chartered Institute of Management 
Accountants (CIMA), and ICAEW Chartered Accountant (ACA)). These are the key people 
with the knowledge needed to adhere to IFRS. One interviewee noted that „in order to apply 
IFRS in Vietnam, accountants and business owners should provide more training, as many 
directors and managers in SME have no accounting knowledge‟ (Interview 3). 
In addition, not all standards can be applied in Vietnam at the present because the domestic 
accounting system has not yet been synchronised. For example, as regard assets in VAS, book 
value is used to calculate the depreciation expense; however, IFRS suggests that companies re-
evaluate non-current assets or use their market value. Vietnamese companies are not currently 
able to perform the needed revaluation. Furthermore, IFRS gives guidance on how to record 
the gain/loss on revaluation when using the market value at a specific point in time, to evaluate 
the actual value of an item. Vietnamese accountants cannot do this because there are no 
governing bodies in charge of the revaluation process (Interview 8).  
Other interviewees were concerned that VAS are not updated frequently enough to keep pace 
with developments in the economy; and compounding this issue is the fact that the governing 
bodies have not yet issued any guidelines for new transactions, while still barring IFRS from 
general use. This causes significant difficulties for Vietnamese accountants when preparing 
financial statements (Interviews 4 and 7) and as a result, affects the quality of financial 
statements. One interviewee noted that „despite some current issues with VAS as a result of 
infrequent updates, businesses operating in Vietnam still have to use it’ (Interview 11). This 
appears to have been a common sentiment among the interviewees. 
Of additional concern to most interviewees is the lack of standards covering sectors in VAS 
such as agriculture, rubber, castles, mining and milk (Interviews 11, 12, and 14). One audit 
partner explained that those industries‟ enterprises currently either follow the „common sense‟ 
approach when dealing with specific accounting transactions, or they have to send their queries 
to the MOF, which may cause greater delays and concern for accountants. The good news is 
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that the „Vietnamese MOF is currently drafting the agriculture accounting rules’; but these 
have unfortunately not yet been finalised (Interview 12).  
Another gap in VAS is apparent when dealing with financial instruments. Vietnamese financial 
instruments are limited compared to other countries; hence, the VAS standard on derivatives in 
Vietnam is not as comprehensive or as precise as the international accounting standards 
(Interview 13). In addition, the standards on derivatives in VAS are not yet completed. One 
interviewee noted that:  
 We have used financial instruments for several years but auditors, do not require much 
presentation of financial instruments in financial reports. They usually ignore it and 
assume that it has insignificant impact and no risk. They do not perform the procedures 
required under IAS (Interview 13).  
One interviewee also found that, sometimes, there are new issues that the current VAS do not 
cover. Accountants then have to refer to IFRS and follow the international accounting 
standards instead. This problem, it is contended here, needs to be considered by the MOF and 
the Accounting Standards Department so that they can make the accounting standards more 
practical and help enterprises improve their financial reporting quality (Interview 7). 
Regardless of the issues involved in adapting VAS to IFRS, all of the interviewees believed 
that Vietnam should adopt IFRS: „sooner or later, it should be a must for all businesses’ 
(Interview 5), as the adoption of these standards would affect the quality of financial reporting 
substantially. The key benefit of IFRS adoption, mentioned by all interviewees, is an increase 
in transparency, which should lead to improved financial statement quality across the board. 
They claim there are some ambiguities in VAS as compared to IFRS, particularly with respect 
to certain elements of financial reports and disclosure requirements. This can be overcome by 
applying IFRS:  
IFRS provides clear and consistent definitions of financial reporting items which 
help Vietnamese accountants produce uniformity, which promotes clarity and 
reduces misunderstanding from the perspectives of a multitude of financial reports’ 
users (Interview 11).  
While one interviewee believed financial reporting will improve with IFRS, another suggested 
that, although there will be improvements in quality, these might be hard to quantify. One of 
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the audit partners predicted: „Quality will not be two or three times better, as people expect, 
because the current VAS actually resembles IFRS to some extent’ (Interview 15). However, 
further consistency and clarification applied across the board will surely provide benefits 
beyond those already conferred by the current VAS. Other benefits of IFRS adoption were 
acknowledged by one interviewee, as follows:  
 The accounting system will be more consistent; 
 Foreign investors will find it easier to understand financial statements of 
Vietnamese companies. The education system will be simpler; accounting 
students will only have to learn one system rather than both VAS and IFRS;  
 It will be easier to attract foreign investors or apply for a foreign loan;  
 The cost of converting from one accounting system to the other will be 
eliminated;  
 It will be easier for Vietnamese businesses to participate in global trade; 
 Vietnamese organisations will be more competitive with other businesses on the 
global market.  
Interviewees confirmed that the benefits of IFRS adoption were made clear to the MOF by 
Vietnamese accountants as well as by professional accounting bodies (i.e. CPA, ACCA, etc), 
through meetings and discussions with MOF officials (Interview 14).  
5.3.2 Adoption and use of accounting standards in practice 
All 16 of the interviewees participating in this study have at least a general knowledge of VAS, 
and they suggested that, while the organisations conducting business with them were using 
either VAS or IFRS, the majority of businesses in Vietnam continue to follow the mandatory 
VAS, and that IFRS use in Vietnam is very limited and optional. They suggested that other 
accounting standards (such as US GAAP, UK GAAP, Hong Kong GAAP, or others) may 
sometimes be used when preparing financial statements, depending on where the parent 
company is located. However, these statements are prepared in addition to VAS. As one of the 
audit partners remarked in the interview:  
At the moment, companies in Vietnam mainly focus on the compliance aspects first, 
which means that they focus on VAS as per requirements from the MOF, instead of 
applying IFRS to their financial statements (Interview 3). 
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Most businesses only prepare the financial statements using IFRS if there are specific reporting 
requirements for it (Interview 2), which include the following: 
1. Companies that are listed on international securities markets (Interviews 6 and 13); 
2. Multinational companies where the parent company requires subsidiaries in Vietnam to 
prepare financial statements based on IFRS (Interviews 7 and 13);  
3. Vietnamese-listed companies which issue bonds internationally or aim to attract funds 
from foreign companies (Interviews 4 and 15).  
Because VAS is mandatory for businesses that operate in Vietnam, these IFRS-reporting 
organisations are also obligated to prepare financial statements based on VAS to comply with 
Vietnamese accounting regulations. As indicated in the interviews, when preparing the IFRS 
set of financial statements, many businesses simply convert their financial statements based on 
VAS into financial statements based on IFRS to save time and money (Interview 15).   
When asked about the VAS, two interviewees thought that VAS met the needs of accountants 
when preparing financial statements, 10 interviewees raised concerns with certain aspects of 
VAS, and four people did not give their opinions in this regard. A senior government officer 
interviewed for this study stated that, „the Vietnamese accounting standards provide very clear 
accounting treatments for particular transactions for accountants to comply with’ (Interview 
11). This is in line with the „rule-based‟ approach unique to VAS: accountants do not use their 
own judgments, but instead follow all the rules listed in VAS when preparing reports. This 
could be advantageous when preparing reports for management purposes. However, the 
interviewees‟ general opinion about VAS was less positive. One audit partner said:  
I think accountants make their decisions on accounting treatments mainly based on the 
accounting standards, even though such standards are not really sufficient. Those 
standards focus too much on the details of how to debit and credit accounting entries, 
despite the fact that those debit/credit entries are not complicated at all (Interview 4).  
Despite the requirements laid out by the MOF, there still exist some cases in which accounting 
standards are not strictly applied due to lack of knowledge or technical skills. For example, in 
those situations where the accountants have no technical guidance for recording a specific 
transaction (such as complicated derivatives transactions, financial instruments, and share 
splits), accountants may use their own judgment to record these transactions instead of 
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adhering to the government‟s standards (Interview 13). An audit director who was interviewed 
for this study revealed that: 
There are some small businesses (accounting for approximately 15% of the total 
number of companies in Vietnam) which still do not follow this restriction [i.e. 15% do 
not follow VAS]. These businesses outsource the accounting function to a third 
independent party and do not know how their financial statements are prepared. They 
only want to have reports prepared in the required format to be submitted and accepted 
by the tax authority (Interview 3).  
Other than VAS, there is another accounting system dictating Vietnamese accounting 
practices: namely, „Vietnamese Accounting Regulations‟, issued by government bodies (for 
example, MOF) to regulate specific accounting issues not covered in the VAS. Despite 
thisattempt to bridge the gap, „accountants need to watch out for some conflict between VAS 
and updated accounting regulations, since they were issued a few years ago‟ (Interview 8). 
Adding to the potential confusion, certain industries have their own regulations. Taking the 
banking industry as an example, the State Bank of Vietnam issues specific financial report 
formats and other related decrees for banks across Vietnam, with the intent of creating 
financial statements that comply not only with VAS but with all applicable laws and 
regulations. This creates an additional set of standards for accountants in the banking sector to 
deal with on a regular basis. 
In addition to VAS and other accounting regulations, businesses also have to comply with tax 
regulations. Many businesses in Vietnam simply prepare a tax report without preparing a 
financial statement (Interview 3 and 12). Tax rules are generally stricter and more specific than 
VAS. One interviewee noted that „accountants take advantage of such differences between 
these two rules in order to manipulate financial statements. Sometimes they follow VAS, 
sometimes they follow tax rules’ (Interview 12).  
In general, the interviewees confirmed that the confusion around accounting standards can 
impact the quality of financial reporting. They believed that, although VAS are compulsory for 
businesses in Vietnam when preparing financial statements, there are some difficulties 
associated with them, namely that they are out-of-date and that they deal insufficiently with the 
needs of certain specific sectors. In addition to the standard VAS, interviewees emphasised that 
there are other regulations that the accountants need to follow when preparing financial 
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statements, including supplemental regulations to the VAS, as well as tax regulations. 
Accounting professionals in Vietnam have mixed reactions to these requirements; but most 
interviewed for this study agree that more comprehensive standards such as IFRS would be a 
beneficial change, and that better adoption of VAS into IFRS will have a positive influence on 
the quality of financial reporting in Vietnam.  
5.3.3 Accounting skills, training and expertise  
Accountants‟ knowledge of accounting standards is an important factor affecting the financial 
reporting quality. If accountants do not have an updated awareness of the standards, the 
financial statement may be prepared with errors or not be consistent, which could impact the 
quality of the reports. The majority of Vietnamese accountants graduated from a Vietnamese 
university with an accounting major. Most universities in Vietnam have accounting faculties, 
even if those universities specialise in a completely different area. For example, the Vietnam 
National University of Agriculture also has an accounting faculty. VAS is taught at 
universities. However, two interviewees emphasised that, due to a lack of training practice and 
differences between theory and reality, even graduates who may have achieved very good 
academic results lack understanding of the basics in accounting when starting work; as 
revealed by one interviewee:  
Most students from small universities or vocational colleges get into the habit of 
performing particular accounting transactions guided by their lecturers and/or their 
senior students, without understanding deeply why they are doing so, what standards 
they are applying and even whether or not they are complying with accounting 
standards‟ (Interview 9). 
The knowledge of VAS is more positive for experienced accountants compared to recently 
graduated accountants, as discussed above. Fifty percent of interviewees agreed that 
Vietnamese accountants‟ understanding of VAS is sufficient; and interviewees‟ had a 
perception that accountants are also generally willing to learn about updates to accounting 
standards. However, the level of understanding varies with their professional levels (Interviews 
6, 11 and 12), which means that accountants graduating from university will have different 
levels of knowledge compared to qualified accountants with ACCA or CPA. Furthermore, 
accounting staff in listed companies, financial services, multinational companies, and the audit 
industry, tend to have more extensive understanding than those in small or medium companies 
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(Interviews 11 and 12). Accountants in charge of particular sections may only understand 
regulations for that section, since VAS covers an enormous area of knowledge (Interview 12).  
However, four interviewees took a divergent view, positing that Vietnamese accountants 
currently do not possess sufficient knowledge of VAS, let alone IFRS, representing a large 
knowledge or training gap (Interviews 1, 2, 3 and 4).  
When talking about Vietnamese accountants‟ knowledge of IFRS, all of the interviewees 
agreed that not many accountants, except for those are senior accountants, have sufficient 
knowledge of IFRS, because they do not use IFRS often and do not have the chance to learn 
such standards. This was considered to be especially true for accountants who work in local 
firms.  
Accountants who do know about IFRS were considered to be typically those working for 
multinational companies, who have to issue financial statements in compliance with IFRS in 
order to attract foreign investors, and present these to parent companies. However, accountants 
with this background were regarded as limited in number (Interview 11). For example, only ten 
percent of people working in the accounting function of one multinational company are aware 
of IFRS (Interview 3). Other interviewees highlighted that other „key‟ people with a good 
understanding of IFRS include those working as auditors and researchers, such as those 
working in the Vietnam Accounting Standards Department in MOF, in universities (especially 
lecturers who are carrying out research into financial accounting), or as members of 
professional associations such as CPA Australia or ACCA. In contrast, accountants working in 
small and medium companies generally possess limited knowledge of IFRS (Interviews 8 and 
11).  
Training is clearly an important factor in influencing or improving the quality of financial 
statements. VAS is often included in the syllabi of Vietnamese Universities within their 
accounting programs. However, the level of training is theoretically based and not efficient. To 
have a better approach to training, one interviewee recommended that: 
The current teaching program should involve more practice, using real scenarios 
instead of theoretical questions. I think students should be asked to present their 
understanding and thoughts for open questions which may have different solutions, 
rather than dealing with questions in which there is only one right answer (Interview 
16). 
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IFRS training is available mainly through some foreign universities in Vietnam, with a very 
limited coverage in some other Vietnamese universities (Interview 14). Many large companies, 
especially audit firms, make training opportunities available to their staff. Accountants or 
auditors in these firms are motivated by their employers to gain further professional 
qualifications, such as CPA or ACCA. There are also training courses available regarding 
updates of accounting standards (both VAS and IFRS), organised frequently by accounting 
associations and other professional associations (Interview 16). Hence, accountants who are 
members of CPA or ACCA would have better opportunities to attend training courses. 
Furthermore, recently, there have been many training programs available funded by the World 
Bank, the Asian Development Bank (ADB), and many other organisations such as the State 
Bank of Vietnam. In this regard, topics such as financial instruments are proving to be quite 
popular in professional development training (Interview 11). 
Furthermore, all of the interviewees consulted agreed that the MOF should be the first party 
responsible for providing training for Vietnamese accountants, because the MOF established 
the accounting standards currently in use and are in charge of the government management 
body in terms of finance. Their duty is to encourage training as well as awareness: they set 
accounting standards (VAS), provide guidance on how to apply such standards in practice, and 
familiarise Vietnamese accountants with those standards, such as via taxation institutions, 
academies of finance, universities, and colleges.  
In response to the training opportunities available, the attitude toward training programs varies. 
Interviewees also mentioned that some accountants have a positive attitude to training, because 
they think it will give them tools for their career. On the other hand, some people do not care 
about IFRS training, because they think that it is irrelevant to their work at the moment; their 
approach is that they will learn it only when IFRS becomes compulsory in Vietnam.  
5.3.4 Fundamental qualitative characteristics of financial accounting information  
Prior literature has examined the qualitative characteristics of accounting information to 
evaluate the quality of financial statements (Beest et al., 2009a, Tasios and Bekiaris, 2012, 
Man and Gadau, 2012). It is claimed that, if these characteristics are followed, the quality of 
financial statements should be enhanced (Man and Gadau, 2012). In the present study, two 
fundamental qualitative characteristics from the IFRS conceptual framework, relevance and 
faithful representation, are relevant in terms of understanding EM. As emphasised in IASB 
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(2010), „for financial information to be useful, it must be relevant and faithfully represent what 
it proposes to represent‟ (p. A33). Each are now discussed in turn. 
5.3.4.1 Relevance  
To explore the interviewee perspectives on financial reporting quality, in terms of the 
relevance of financial statements to users, two proxies are used: extent of disclosure 
information about opportunities and risks; and businesses‟ use of fair values. These proxies 
have previously been applied by Jonas and Blanchet (2000), Beest et al. (2009b) and Braam 
and Beest (2013) in their studies of or related to financial reporting quality. Non-financial 
information, such as opportunities and risks disclosure, were explained by Jonas and Blanchet 
(2000) as providing valuable insights into the future prospects of businesses.  
As with IFRS, it is a requirement under VAS that enterprises have to prepare notes in their 
financial reports. However, with the exception of two corporate interviewees, who stated that 
disclosure on opportunities and risks in financial statements was sufficient, 70% of 
interviewees commented that the general information currently provided under VAS is too 
minimal and too vague to help investors to make a decision about the company. Investors may 
therefore lack confidence in Vietnamese financial statements in general. One interviewee 
highlighted that investors „cannot even rely on a company’s earnings per share or net book 
value if they feel unsure about the company’ (Interview 13). 
When disclosing information in financial statements, many businesses only disclose 
information specifically required under the VAS, rather than information such as risks and 
business opportunities that help users assess the future of a business. Despite its helpfulness to 
users, 25% of interviewees felt that such information is not typically published in Vietnamese 
financial statements (Interviews 6, 9, 13 and 15). 
There were various views as to the reasons behind this lack of public disclosure, both cultural 
and practical. One interviewee said that the information regarding risks and opportunities has 
already been included in internal management reports, so businesses do not feel the need to 
disclose them again in financial statements (Interview 15). Another interviewee mentioned that 
disclosure may be time-consuming and costly to businesses (Interview 14). Another 
interviewee raised perhaps the most important aspect, that such disclosure of confidential 
information may create an unnecessary opportunity for their competitors to take advantage of 
them (Interview 11 and 14). Another interviewee revealed that some businesses do not disclose 
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all of the risks and opportunities in their reports simply because it is not mandatory (Interview 
3). In general, according to one interviewee, „having read many financial statements, I feel that 
the information disclosed is so limited that it causes difficulty for users to obtain an insight 
into a business’ (Interview 13). However, one interviewee highlighted that the quality of the 
disclosures is enhanced if a business prepares their financial statements using IFRS (Interview 
1), due to the rigour of IFRS, along with the broader reporting requirements. Perhaps, the 
financial statements are somewhat lacking in certain information because of a minimal level of 
relevant disclosures. Hence, the users may not view this financial reporting as being of good 
quality. 
In relation to the second proxy of relevant disclosure in evaluating financial reporting quality, 
fair value, prior literature often claims that the use of fair value, which presents the current 
value of non-current assets, is more relevant than the purchase price, which represents the 
historical cost (Schipper and Vincent, 2003). Barth et al. (2001) also emphasise that fair value 
is the most important factor when evaluating relevance. Many audit partners and financial 
managers discussed their use or non-use of fair value during the interview process. One 
interviewee explained:  
 We do not use fair value in accounting, especially non-current assets (e.g. real estate 
market). Our real estate market is not transparent, so people can manipulate its value 
at any time. It is understandable that accountants manipulate the figures when we have 
no exact accounting standard for it (Interview 12).  
In addition, this interviewee also emphasised that, if using VAS, non-current assets must be 
recorded at historical cost, while the „fair value‟ alternative may be used if filing under IFRS. 
In regards to using fair value in Vietnam, one interviewee said that, ‘VAS needs time to be 
improved, and it depends on the view of the country’s leaders and the MOF’ (Interview 7). The 
difficulty of using fair value in Vietnam affects the IFRS integration process, since it will be 
extremely difficult to apply IFRS when the fair value of real estate in Vietnam is problematic 
(Interview 12). One of the interviewees revealed that: 
It is so meaningless that such companies are valued based on historical cost, on which 
we may not rely much. We cannot even rely on its earnings per share or net book value 
if we feel unsure about the company. If the company’s financial statements are verified 
by auditors, we may decide whether to buy it or not based on its profit generating 
 
107 
ability. Based on its capacity, productivity and assets’ condition, we can make further 
decisions (Interview 13). 
In conclusion, interviewees highlighted that Vietnam is reliant on historical costs at present, 
and that the future establishment of fair values will be difficult until Vietnamese valuators and 
markets are ready. The interviewees emphasise that if the proxies, „opportunities and risks‟ and 
„use of fair values‟, are not clearly articulated, then this impacts financial reporting quality as 
the financial statement may not present the most updated financial information in the report.  
5.3.4.2 Faithful representation 
The faithful representation of financial statements is evaluated using proxies, such as clear 
justification for accounting estimations and judgments, and audit reports included with 
financial statements (Beest et al., 2009b, Jonas and Blanchet, 2000) (in other words, whether or 
not financial statements have been audited), and neutrality. 
The assumption behind the disclosure for estimation and judgment is that, if clear disclosure is 
made, it will reduce the bias currently present in financial statements (Beest et al., 2009b). 
Moreover, this also supports the users to better understand the method applied, and therefore 
the financial statements.  
Seventy percent of interviewees remarked that the notes appended to the financial statements 
in Vietnam are very poor, and do not provide sufficient information for users to understand the 
basis for accounting estimates and judgments made (including the reasons behind those 
judgments). Notes‟ content is only partially standardised, and the financial statements do not 
require particular notes to be detailed in terms of the reasons why these estimations and 
judgments were made (Interviews 1 and 11).  
Interviewees 1, 3, 8, 13 and 14 highlighted the lack of disclosures and their poor levels of 
clarity. The factor affecting disclosure in financial statements is that the disclosure may be 
tailored to suit the company‟s purposes: for example, some disclosures appear more like a 
breakdown of particular figures in the financial statements (quantitative), rather than providing 
the nature of or detailed reasons for the estimation and judgment discussed (Interviews 8 and 
16). In addition, if the disclosure relates to changes in accounting policies, the notes may 
display the reason but avoid the quantitative impact of the change (for example, if a business 
changed its depreciation method, the related notes might only represent the name of the 
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methods changed without disclosing how much the change in depreciation method affected the 
account) (Interview 14). This suggests that poor disclosure will affect the readers‟ 
understanding of the financial statement and impact the quality of financial reporting. 
One interviewee highlighted that different types of business have different levels of disclosure 
in their financial statements. For example, the disclosures for foreign-invested companies and 
big multinational corporations are clearer and more detailed; this is in part because these 
businesses need to follow stock exchange listing requirements, and for group consolidation 
(Interview 14). However, even for listed companies, one interviewee remarked that there is still 
a gap between the requirements and what companies have done (Interview 14). For financial 
statements of state-owned enterprises or administrative government institutions, it was 
perceived that there are even more limited disclosures in financial statements: 
...Reading these financial statements, I usually have to read through the interpretation 
of the financial statements to see how they apply accounting policies, how they make 
accounting estimations and what kinds of risk they can face... because information in 
the notes is not clear. (Interview 8).  
One interviewee also highlighted that, for the banking sector, there is a separate set of 
accounting rules to follow in addition to VAS. These are considered to be fairly comprehensive 
to the accounts, and enabling the readers to more carefully analyse a particular institution. 
Sixty-three percent of interviewees indicated that the notes to the accounts typically are not 
sufficient to provide users with understanding of key accounting policies and estimates used in 
their preparation. For example, one interviewee revealed that, „the quality of the notes on 
judgment and estimation to the accounts of financial reports is low and there is a need for 
improvement’ (Interview 14). To enhance the quality of financial statements requires active 
enforcement by the MOF in relation to disclosure levels. In addition, the MOF should provide 
specific guidance and academic knowledge, in order to improve the quality of estimations and 
judgments (Interview 14).  
Audited financial statements and neutrality are other important proxies used to evaluate 
faithful presentation. Schmidt and Wilkins (2013) confirm that the quality of audit significantly 
influences the quality of financial statements. Zabihollah (2003) used audit quality (internal 
and external) as a key factor when evaluating the quality of financial statements. Jonas and 
Blanchet (2000) state that “neutrality is about objectivity and balance” (p. 362), whereas 
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objectivity and balance is heavily influenced by the knowledge of the financial statement‟s 
preparer. Due to the large scale of information, this information will be covered separately in 
Section 5.3.5.  
5.3.5 Audit quality expectations 
The audit profession in Vietnam, while quite established in many ways, is still developing in 
comparison with the rest of the world. There are two types of auditing used in Vietnam: state 
audit (conducted by state auditors) and independent audit (conducted by Big Four and other 
private audit firms). 
The State Audit Office of Vietnam (SAV) was established in 1994. The SAV function is to 
serve the state control and monitoring in the management and usage of state budget.  Since its 
establishment, the SAV has developed and maintained good relationships with international 
organisations, including highly regarded auditing bodies, a good example being the 
international agencies who have forged bilateral agreements with the SAV.   
Independent audit (Big four and other private audit firms) started as a requirement of the 
economic development, especially under the market-based economy. In 1991, two independent 
audit firms were established as a result of MOF decisions: AASC Auditing Firm Company 
Limited (AASC) and VACO Auditing Company Limited (VACO). At the same time, Ernst & 
Young, the first foreign audit firm, was also established. By 2014, Vietnam had 134 audit 
firms, with Big 10 audit firms, including: KPMG, Ernst & Young, Deloite and Touch, 
PricewaterhouseCoopers; and 6 other Vietnamese audit firms. Independent audit contributed 
greatly to the monitoring of the economy. Under the market-based economy, different 
economic sectors operate with more freedom of trading and production; therefore, it is required 
that enterprises need to have accurate information and guidance from reliable sources in 
relation to their accounting and financial positions. 
Overall, auditing plays an important role in improving financial reporting quality as follows: it 
improves financial statements‟ compliance with accounting standards; leads to more faithful 
representation of accounting information; and also helps financial statement users to gain 
better understanding of companies‟ finances. An unqualified audit report also adds credibility 
to the financial statements (Interview 13). The quality of audits has generally improved in 
recent years, and there have been many changes. Five years ago, „unethical‟ activities were an 
issue within the auditing industry, as an interviewee explained: 
 
110 
Five years ago, auditing in Vietnam was quite an undescriptive practice. There were 
auditors who performed their duty with care, while others only focused on making 
profits and did not show due diligence in their work. Even the big auditing firms like 
the Big 4 were not really standardised (which in opinion of the researcher is not a 
healthy situation from an audit perspective) (Interview 1). 
In addition, one interviewee explained that, as required by law, auditors are required to have 
CPA Vietnam, which is awarded by the Vietnam Association of Certified Public Accountants 
(VACPA), in order to sign audit reports in Vietnam. In the past, not many practitioners had 
CPA qualifications in Vietnam; however, there is anecdotal evidence suggesting that 
accountants with audit qualification would often allow other unqualified practitioners to make 
use of their credentials (Interview 7). One interviewee said: 
To the best of my knowledge, many auditors sold their stamping and earned 
percentages on the clients’ earnings. Since they desperately needed customers, they 
were willing to do whatever their customers wanted. For example, if the customers 
wanted their financial statements to be in good form for bidding, they needed ‘good-
looking’ reports audited by an independent auditor. The auditor would complete the 
audit report in a short period of one to two days, or even overnight (Interview 8).  
However, the situation has now changed; although there are still limitations, the ethical nature 
of audits has improved significantly. Noting the change, one interviewee said that, „if you work 
for auditing firms, you cannot be greedy; instead you need to spend time and effort 
accomplishing your tasks well’ (Interview 7). Financial statement users tend to depend on the 
auditor‟s reputation to build trust and confirm that the audit is properly done: for example, 
investors generally feel safer if the report is audited by Big 4 firms. The quality of Vietnamese 
auditing has been improved recently because of the country‟s integration, and thus accountants 
and auditors have had access to better training.  
One audit director expressed his view that the level of audit quality is not the same for different 
audit firms (Interview 5). The majority of interviewees (sixty-three percent) felt that the quality 
of audits in international audit firms located in Vietnam is typically higher, because they felt 
that auditors from international audit firms received better training, and they are perceived as 
being more independent from their clients than are auditors from local audit firms. One audit 
partner explained: 
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If our clients want to do the account in their own ways, we will give evidence to prove 
that doing such things is not appropriate and we will not sign any documents which are 
not proper or illegal. The risk for us is if we do not fulfil our client's request, we may 
lose clients or have conflicts with them, but it does not matter if we use our knowledge, 
based on the current accounting rules, to prove that the client’s request is 
unreasonable. If they do it on their own, they must bear the consequences themselves 
(Interview 12).  
Three interviewees specifically pointed out that financial statements tend to have more detailed 
and better quality when audited, especially when audited by a Big 4 firm. Improved audit 
quality enhances the reliability of financial statements (Interview 13). Fifty-seven percent of 
interviewees stated that Big 4 firms are seen as providing higher-quality services as compared 
to local auditing firms.  
In Vietnamese auditing firms, the auditor has to provide an opinion as to whether financial 
statements provide a true and fair representation. However, it is not completely true that all 
information is therefore reflected truly and fairly represented if the financial statements are 
audited. (Interview 11).  
Audit quality in Vietnam is thus improving, but still has its limitations. There are many 
weaknesses that are yet to be overcome, such as the level of training, the issue of 
independence, and the degree of accuracy. Many interviewees said that the quality of audits in 
Vietnam needs further improvement, and is not up to expected levels (Interviews 1, 7, 9, 11, 12 
and 16). The Vinalines or Vinashin scandals are examples of poor audit and financial statement 
quality (Interview 8).  
Generally speaking, there are several possible factors behind low-quality audits. Firstly, low 
service fees increase pressure on accountants and firms; ‘that is the reason why the training 
and salary provided to the staff/accountants working in the industry are limited, and this slows 
down the development of the industry in Vietnam’ (Interview 3). Secondly, the high number of 
competitors makes client retention a higher priority than service quality, which leads them to 
losing audit independence. One interviewee explains that „Vietnamese auditing firms have 
over-prioritised the competition in order to have more clients, rather than improving the 
service quality itself‟ (Interview 9). Thirdly, the number of qualified audit staff is limited: „I 
admit that sometimes we do not have enough human resources to verify everything, from 
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inventories to cash and accounts receivable’, one interviewee admits (Interview 8). Fourthly, 
auditors‟ ethical issues, though improved, remain as one of the factors affecting audit quality: 
‘It is very hard for auditor to prepare reports accurately when they prepare financial 
statements 'overnight ', admitted one interviewee. This is apparently not an uncommon 
problem (Interview 11 and 12). „Overnight‟ means that auditors gather data in a day and 
prepare their reports the next day. In other words, this interviewee is suggesting that there is a 
significant lack of time and effort to conduct a proper audit. Another related ethical issue is 
that, in some cases, if clients exert strong influence on auditors, the auditors‟ opinion will 
certainly be changed to keep their clients happy (Interview 12). 
As mentioned earlier, there is also a gap in audit quality between international audit firms and 
local audit firms. In general, most interviewees agreed that international audit firms, especially 
the Big 4 and Big 10, have better audit quality than have local audit firms. Big 4 firms have a 
good reputation, better audit procedures, higher levels of reliance, and lower levels of bias 
(Interviews 10 and 13).  
Most people interviewed felt that audits from Vietnamese companies have not yet reached 
international quality standards. However, it may not be surprising that the quality of audits in 
Vietnam can match those of Vietnam‟s more developed neighbouring countries such as 
Singapore or Malaysia, whose auditing firms and procedures have a longer history of 
development (Interview 15). Three interviewees also mentioned the role of the auditor in 
relation to the level of disclosure of opportunities and risks. If the auditor is stricter about these 
disclosures, the quality of disclosure typically increases (Interviews 1 and 10). As a result, 
reports audited by Big 4 firms are of much better quality (Interview 12).  
Taking into account the above discussion on the perception of financial reporting quality 
influenced by factors such asaccounting standards and fundamental characteristics and audit 
quality, the potential for accounting scandals was highlighted by the interviewees. They 
considered that it is important to take earnings management into account when considering the 
quality of financial statements. The interviewees believed that earnings management is likely 
to inhibit the quality of financial statements. It was evident from the interviews that the current 
quality of financial reporting may provide the opportunity for accountants to practice earnings 
management and impact on their ethical decision making. Thus, this was taken into 
consideration in the development of the experiment, forming the second part of this study.  The 
following section will investigate the views of senior accountants regarding earnings 
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management; in particular, to identify their perceptions and attitudes towards earnings 
management, which are of concern across the accounting industry.  
5.4 Earnings management  
5.4.1 Understanding earnings management 
Earnings management (EM) is a popular term used widely in accounting and academic 
literature. However, based on the interviews, the researcher noted that this term is not well 
understood in the Vietnamese accounting profession. EM is defined by Healy and Wahlen 
(1999), as presented in Chapter 2, as follows: “EM occurs when managers use judgment in 
financial reporting and in structuring transactions to alter financial reports to either mislead 
some stakeholders about the underlying economic performance of the company, or to influence 
contractual outcomes that depend on reported accounting numbers” (p. 368). EM and financial 
statement fraud are quite easily confused from an interviewee‟s point of view. Financial 
statement fraud is an intentional distortion of financial statements or other records in a way that 
violates accounting standards and regulations (Salehi et al., 2009), whereas EM is practised 
within accounting standards (Jones, 2011).  
Different interviewees portrayed different levels of understanding about the term „earnings 
management‟. Out of sixteen interviewees, six interviewees confirmed that they had never 
heard of the term „earnings management‟ before; eight interviewees showed only vague 
understanding of EM or partial understanding of the definition; and just two interviewees 
demonstrated a clear understanding of EM. 
Some interviewees thought that ‘EM is where chief accountants and the directors collaborate 
to misuse the companies’ funds for their own purposes’ (Interview 14); or they thought EM to 
be ‘the way that people manipulate financial statements and manage the company’s profit in 
order to achieve their own goals’ (Interview 15). One interviewee understood that earnings 
management is the same as ‘creative accounting’; while another described EM with quite a 
clear distinction from financial statement fraud: 
Accountants change accounting policies from year to year, which leads to a number of 
accounting restatements and misleading information. Although these changes are 
legally allowed, they have had a negative impact on the users (Interview 6). 
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 Another interviewee explained EM as being: 
When accountants and managements can find loopholes in accounting standards to 
deliberately make the report mislead readers to benefit the accountants and 
managements rather than the interests of stakeholders and other report users 
(Interview 14).  
From the above, the researcher can conclude that Vietnamese accountants‟ understanding of 
EM is not exactly the same as that defined in accounting literature. Most people consider EM 
to be manipulation of accounting figures; but only some correctly defined it as being done 
within accounting standards. The researcher thus concluded that the accountants‟ 
understanding tended toward emphasis on „financial statement fraud‟ aspects of EM. Before 
continuing the interviews, therefore, the researcher explained to each interviewee the definition 
of EM as stated above. These EM practices can be conducted via different methods such as 
Accounting EM or Operating EM, but that these methods are within accounting standards even 
though they are a form of accounting manipulation (Kassem, 2012). All interviewees 
confirmed that they fully understood the term after the researcher‟s explanation.  
Once interviewees clearly understood the EM terms, they were very open when discussing 
EM, except for the two interviewees from the corporate sector, who only gave limited answers. 
One of these two expressed her perception of the definition of EM, but refused to give any 
other comment related to the topic, as she perceived it as being too sensitive. 
5.4.2 Forms of earnings management 
As stated earlier, there are two forms of practicing EM: operating earnings management 
(OEM) and accounting earnings management (AEM). In addition to explaining to interviewees 
the definition of EM, the researcher also explained the terms OEM and AEM to interviewees. 
Other than stating the definition of these types of EM so that the interviewees understood how 
EM is understood in literature, the researcher did not influence the interviewees‟ responses in 
any way. Once they understood these terms, interviewees agreed that both OEM and AEM are 
unacceptable in Vietnam. The interviewees confirmed that Vietnamese accountants must 
follow accounting and tax regulations (i.e. expenses must be accrued when they incur to 
generate revenue, expense estimation must correspond to revenue generated in that accounting 
period, and the method of calculating depreciation must be consistent throughout assets‟ useful 
life) (Interviews 7, 8 and 10). However, while interviewees thought that both methods, OEM 
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and AEM, are unacceptable, they felt that this does not stop some accountants from practicing 
one or both methods. In addition, seven interviewees said that OEM is the more common 
practice compared to AEM (Interviews 4, 6, 7, 11, 14, 15 and 16), because OEM seems less 
involved in accounting techniques and more in business operational decision-making 
(Interview 6). Furthermore, OEM is not as easy for auditors to detect; for example, one 
interviewee admitted that: 
It is hard for the external parties to find out if the accountants alter the timing of 
operating decisions, such as delaying payment of expenditures into the next accounting 
period (Interviews 11 and 14).  
OEM is practiced via several common techniques, as listed in the literature (Geiger and Smith, 
2010, Fischer and Rosenzweig, 1995, Merchant and Rockness, 1994). These include altering 
the timing of operating decisions, such as delaying the payment of expenses (e.g., travel, 
advertising, hiring, and maintenance) into the next accounting period, or revenue deferrals or 
advanced recognition. In other words, expenses and revenue can be moved forward or 
backward in order to manipulate the earnings of the company. Three interviewees confessed 
that these methods are also practiced in Vietnam (Interviews 3, 11 and 13).  
In contrast, four interviewees admitted that AEM practices are not as easy to perform because 
such practices (for example, changing depreciation methods during the life of the company 
assets) are at a greater risk of being detected by auditors, taxation officers and regulators 
(Interviews 3, 4, 7, 12, 13, 14 and 16). In Vietnam, according to the MOF, the frame for 
calculating depreciation is included in Decree No. 203, issued on 20 October 2009, which says 
that for fixed assets, machines and equipment, the acceptable range for useful life is from 5 to 
10 years, which is decided by each company and is alterable (Interviews 5 and 7). One 
interviewee explained that alteration is acceptable only if the change in depreciation method is 
due to a change in technology or if a new project creates favourable conditions for its 
development (Interview 7).  
Vietnamese businesses that are capital intensive (i.e. a significant investment in non-current 
assets) typically choose AEM methods instead of OEM, because conducting AEM transactions 
(i.e. change depreciation method) would lead to significant effects on the accounts. For 
example, in the transportation industry, where non-current assets (vehicles, trucks, ships, and 
so on) are a large portion of their business, the depreciation expense is considerably higher 
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than for non-capital intensive businesses, and thus make up a large part of the total costs; 
which in turn motivates companies to adjust those expenses. In contrast, for retail and service 
provider businesses, there is little to no motivation for them to change the depreciation 
expenses, because they tend to have minimal non-current assets; hence, changing depreciation 
does not have much impact on their accounts. As a result, they will find other ways to 
influence their profits (Interview 5). 
Whatever standards are in place, it is unfortunate that, „in short, it is not about whether such 
changes are accepted or not in Vietnam. It is customary that accountants do something to 
affect their financial statements’ (Interview 6). 
5.4.3 Attitudes toward earnings management  
During the interviews process, it soon became clear that there are significant differences in the 
views of interviewees regarding the propensity of EM practiced in Vietnam. Seven 
interviewees confirmed that EM is commonly practiced in Vietnam, because, according to one 
interviewee: 
Vietnam has a new economic market; the regulations are not tight enough and training 
of professional ethics is still limited. In addition, Vietnam accounting scandals and 
accounting biases are not considered to be a big issue (Interview 14).  
On the other hand, two interviewees emphasised their belief that EM is not easy for 
Vietnamese accountants to perform; and that this is due to the rigid and rule-based VAS to 
which the financial statements must adhere, making financial statement manipulation more 
difficult (Interview 7). Four interviewees gave examples of EM, such as overstating revenues 
or understating expenses to boost up their profit or meet budgeted figures. They may also shift 
costs to other accounts or defer costs if the current costs are too high (Interviews 7 and 12). 
Other forms of EM given include exaggerating the length of useful life for certain assets when 
calculating depreciation (Interviews 4, 9, and 13). These examples are in line with examples of 
EM detailed in the literature (Zang, 2012). 
Effects of short-term budgets/targets on EM 
Five interviewees confirmed that short-term budget targets are very important for Vietnamese 
businesses and will have significant influence and impact on both accounting and management 
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(Interviews 7, 9, 11, 13, and 14). This pressure may lead accountants to manipulate financial 
statements to achieve their objectives (Interviews 3, 6, 7, and 11). In addition, businesses need 
to be wary of over-focussing on short-term targets at the expense of long-term goals.  
Once the short-term target is set, the managers may try to achieve it at any cost, even to the 
degree of using EM (Interview 9). For example, one audit director spoke about the banking 
industry:  
In relation to the budget, there is no doubt that all banks practice a certain level of EM. 
No one wants to report too little or too much profit compared to their budget, so 
depending on the level of profit, different banks will apply different levels of EM to 
adjust the profits to the budgeted figures. (Interview 5). 
Attitude on EM is Ethical/Acceptable or Unethical/Unacceptable 
In the context of the present study, ethical or acceptable refers to the situation that is viewed by 
the accountants as being ethical and acceptable, whereas unethical/unacceptable refers to when 
the accountants view that particular situation as not being ethical and not acceptable. When 
discussing whether EM is ethical/acceptable or unethical/unacceptable, two interviewees 
expressed that this is hard to assess and is largely dependent on the evaluator‟s opinion 
(Interviews 6 and 14). One interviewee stated that EM is considered unacceptable when the 
accountant manipulates financial statements to deliberately deliver wrong or misleading 
information to users. However, it is acceptable for the company to make different accounting 
judgments or estimations within accounting standards so that the financial statements still meet 
particular management objectives (Interview 9). In addition, one senior accountant thought that 
accountants should have flexibility in presenting the accounts so that the financial information 
is presented less negatively (Interview 14). On the other hand, one auditing director stated 
clearly that, ‘as accountants, we always have to prepare financial statements which are true 
and fair’ (as mentioned earlier, „true and fair‟ is the term used in audit reports in Vietnam 
(Interview 16). Another interesting perspective expressed in the interviews is that EM is 
neither right or wrong, because accountants simply take advantage of the accounting standards 
loopholes (Interview 8); the fault hence lies with the standard and not the practitioner. Another 
argument is that every firm wants to optimise their profitability, and hence they apply any 
accounting and taxation policies within the standard that are suitable for their business 
situation and desired goals (Interview 10). If an accountant can find loopholes in regulations 
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that achieve the given objectives, then the accountant is considered knowledgeable and highly 
skilled (Interviews 8 and 14). 
There is quite a clear difference in attitude between interviewees who work in the corporate 
sector and those who work as auditors. Four senior corporate accountants thought that, if EM is 
carried out for the overall benefit of the organisation, it is acceptable; but if EM is conducted 
for personal benefits, however, it is unacceptable (Interviews 9, 11, 12 and 13). This is in line 
with Kassem (2012) view, which is that, if EM does not violate any regulations or conceal 
negative information or biases, it can be acceptable to some extent. Eight interviewees 
expressed their belief that EM is acceptable when practiced within accounting standards and 
not breaking any accounting rules (Interviews 1, 5, 6, 7, 9, 10, 14 and 15). There were several 
reasons for this. Firstly, Vietnamese accountants appear to have a clear-cut view regarding 
ethics: they think that if a certain practice is not expressly forbidden by law that it must 
therefore be acceptable. One corporate accountant commented: 
Accountants should be flexible when performing their tasks unless their actions are 
forbidden under the law. It may be each person’s different ways to treat the same issues 
from their own perspectives (Interview 9).  
Secondly, „to some certain extent, EM is still acceptable and ethical if it is for the benefit of the 
whole business, not intentionally for an individual’s benefit’ (Interviews 1 and 15). Thirdly, 
EM is seen as acceptable if it does not affect financial statement users‟ decision-making 
(Interview 14). Fourthly, if EM is beneficial for all shareholders rather than for a small group, 
despite the fact that there are certain biases, it is still acceptable. EM is also acceptable if it is 
implemented within the scope of legality (Interview 5). 
On the other hand, five interviewees designated certain types of EM as being unethical and/or 
unacceptable (Interviews 4, 8, 9, 14 and 16). They argued that EM performed in sensitive and 
high-risk industries (for example, the investment industry) can completely change perceptions 
of the risks of the business. For example, it is unethical to artificially inflate earnings for report 
preparers and management, because it will have an impact on the company accounts and 
financial statement users (Interview 14). In addition, it is also unethical and unacceptable when 
EM affects business decisions or influences financial statement users‟ decision-making 
(Interview 4). One interviewee stated that, if the accounting treatment significantly affects the 
users‟ understanding of the company‟s financial performance, it is considered to be totally 
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unethical (Interview 9). Some interviewees also considered it to be unacceptable when 
accountants take advantage of the standards‟ loopholes to manipulate figures for personal 
purposes or to manipulate the company profits. In other words, if the financial statements are 
not true and fair as a result of practicing EM, then the EM is unethical and unacceptable 
(Interview 16). In general, interviewees provide similar sentiments. A number of interviewees 
also considered the ethics of a given EM situation to depend on individual judgments and 
specific situations (Interviews 3, 4, 5, 6, 11, 12 and 13). One interviewee explained that: 
It is a matter of the accountant keeping or losing his/her job. Whether it is ethical or 
unethical is not so important because the accountants still have to do it or else risk 
losing his/her job (Interview 4).  
In conclusion, interviewees expressed mixed views on whether EM is ethical or unethical. 
Many interviewees felt that this depended on specific circumstances. Some interviewees think 
that EM is ethical as long as it does not break rules or directly influence financial statement 
users‟ decisions. Others think that EM is unethical if it has any kind of significant effect on 
financial statements and users. This variation in interview responses provides good motivation 
and input for the experiment conducted in the second part of this study, it would be interesting 
to investigate further how accountants respond to different ethical situations in accounting.  
5.5 Accountants’ perceptions of the likely impact of cultural dimensions on FR 
5.5.1 Perceptions of the likely impact of power distance on FR  
To investigate accountants‟ perceptions of the likely impact of power distance (PD) on 
financial reporting, the present study used proxies of PD to engage the interviewee in the 
conversation. These proxies included whether accountants need to get approval from their 
superior for accounting transactions before they proceed, and whether accountants have any 
authority to make accounting adjustments that they were asked to perform by their superior.  
As mentioned earlier, Vietnamese accountants normally use VAS, a rule-based system, for 
accounting transactions. Therefore, in the day-to-day working environment, accountants do not 
need to have much approval or guidance from their managers in preparing FR, as they would 
in a principles-based system like IFRS (Interviews 5, 7 and 16): accountants can simply follow 
the given accounting procedures to carry out their work (Interviews 5, 6, 9 and 14). 
Nonetheless, while performing certain (unusual, unique or difficult) accounting transactions, 
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accountants are inclined to get final approval from managers with accounting knowledge 
(Interviews 3, 4, 5, 6, 8, 9, 10, 11 and 14). If the manager has limited accounting knowledge, 
he/she should only approve the nature of the transaction, but not the technical details 
(Interviews 7, 8, and 9). This managerial approval process is one indication of a top-down 
management style. The researcher therefore intended to explore the impact of PD further in the 
interviews by asking the subjects whether they had any influence regarding accounting 
decisions.  
Accountants‟ Influence on Accounting Adjustments 
Seventy-five percent of interviewees confirmed that Vietnamese accountants do have authority 
to make the accounting adjustments that they are asked to make by their superior (Interviews 4, 
5, 6, 7, 8, 9, 10, 11, 12, 13, 15 and 16). However, instead of debating or openly challenging the 
manager‟s directions, accountants often negotiate instead. In the end, however, for 
approximately seventy percent of those interviewed, the accountants‟ opinions are rejected and 
the accountant has to accept the decision made by the manager (Interviews 6 and 15). 
The level of open discussion with respect to managers making accounting adjustments or 
practicing EM varies depending on the organisation. One interviewee emphasised that, in the 
public sector, accountants will generally refuse to practice EM or engage in unusual 
accounting adjustments due to perception of its illegality. If the superior still requires the 
accountant to do so, they would insist that he/she must first sign a document asserting their 
approval or consent. If the superior then orders the accountants to carry out EM, the 
accountants will comply, but they have the written support should the action be questioned by 
higher-level management (Interview 8).  
In an international or multinational company, the working environment is considered to be 
much more equal between superior and staff. There is more open discussion, and accountants 
have more opportunities to state their opinions. The managers in these organisations are 
sometimes foreigners, but may also be Vietnamese managers who have a professional working 
style and experience working in an international environment (Interview 6). Interviewees felt 
that this mixed dynamic encourages more open and accessible management, positively 
affecting the ability of accounts to actively direct their operations.  
For small and medium firms, especially in the private sector, two interviewees felt that 
accountants tended to keep silent and follow whatever instructions they received from the 
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owners. If the instructions violated the law, accountants may inform a third party if necessary. 
However, they will usually remain silent for the sake of their job security. In the private sector, 
employees generally follow owners‟ orders without question (Interview 8).  
Even though seventy-five percent of interviewees indicated that the accountants may have 
discussions with managers about accounting adjustments or EM transactions, many 
interviewees admitted that: 
The option of following the order from managers is more popular than refusing the 
order. It is very rare for employees to aggressively fight back against their boss and 
insist upon not booking that transaction (Interviews 4, 5, 6 and 16).  
Ultimately, the accountants normally follow their superior‟s requests because of both the 
incentives and pressures that they received, but they might find a way to protect themselves if 
they totally disagree with the order or if the transaction would have a significant effect on the 
financial statements (Interview 5). Conservative accountants can protect themselves in several 
ways. For example, they may record their opinions in written form after the discussion with 
their manager (Interview 11, 15), or the accountant may report the discussion to higher-level 
management or a State body or organisation (for example, MOF, State Audit, government 
inspection), depending on the nature of the transaction (Interviews 8, 10 and 14). 
Top-down management is currently the most common management style among Vietnamese 
businesses. Accountants provide professional advice regarding standards and regulations; but it 
is directors, managers and the board that ultimately make the decisions. In other words, if the 
board requires accountants to perform particular accounting adjustments, accountants may find 
it very difficult to refuse (Interviews 4 and 16). The primary reason that most interviewees 
gave to explain why accountants follow their superiors‟ orders is the fear that they will be 
dismissed if they refuse (Interviews 4, 6 and 11). In addition, accountants may be isolated by 
their managers if they refuse to follow orders. In some private companies, accountants feel that 
their responsibility as a paid employee is to serve their superiors. In theory, accountants should 
report „wrong-doings‟ to higher-level management; but many Vietnamese accountants do not 
do so because „it is like betraying the boss’ (Interview 11). On the other hand, some 
Vietnamese accountants still act ethically despite the pressure: some accountants may take the 
risk of challenging his/her manager on a particular accounting adjustment that they are 
unhappy with, even faced with the threat of losing their job (Interviews 5, 11 and 16). One way 
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to reduce instances of EM is for accountants to take time to explain proper reporting 
procedures to their managers, as the managers themselves may not understand accounting 
standards. Sometimes, a chief executive officer (CEO) might keep asking accountants to 
record transactions improperly because the accountants do not explain or do not have enough 
professional knowledge to offer a more appropriate alternative (Interviews 7 and 9).  
In summary, despite the existence of some firms with a more open management environment 
and an increased level of discussion among staff and superiors in decision making, accounting 
working environments are still, in general, high PD. Accounting adjustments or EM are mostly 
enabled through a top-down management approach common to Vietnamese firms. When 
preparing financial statements, accountants have options to resist or reduce instances of 
making accounting adjustments, but the pressure from management in many cases compels 
them to comply. Education or training for both CEOs and accountants may provide a way 
forward. The findings indicate that the quality of financial reporting is dependent on the 
manager and superior ethical attitude, as the employees would mostly follow their instructions 
when preparing financial statements. The above findings also support and inform the 
researcher in developing the vignettes based on PD for the experimental method, which is the 
second part of this study.   
 5.5.2 Perceptions of the likely impact of collectivism/individualism on FR 
One important cultural aspect that may have a significant effect on accounting practices is 
collectivism/individualism (CI). The researcher did not ask the interviewees for their 
understanding of collectivism or individualism, but instead used proxies for collectivism and 
individualism embedded within interview questions. Specifically, the researcher asked about 
collectivism/individualism by inquiring whether accountants consider individual benefits or 
organisational benefits when making accounting adjustments or practicing EM.  
According to Hofstede (2001), Vietnam is a collectivist country. However, one interviewee 
stated that this was the case prior to 1970–1980, when Vietnam was dealing with war and 
poverty, and Vietnamese people were compelled to live and care for each other, but that it may 
not be true today to the same extent. One interviewee explains that: 
In this developing state and development of market economy, Vietnam may not be a 
collectivist country. Money can change everything. In the past, people did not have 
much money; they thought more about the community and were willing to share 
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anything with others. They sacrificed without expecting anything back. It is different 
now. We should be honest about the fact that people nowadays think more about 
themselves (Interview 11).  
The researcher sought in this study to explore the impact of CI on financial reporting in 
particular. Most of the interviewees responded that they are aware that accountants should 
ideally make decisions for their organisation‟s benefit rather than for individual benefit. 
However, many felt that, in reality, accountants‟ actions are motivated more by personal 
benefits rather than by organisational benefits (Interviews 1, 2, 3, 4, 9, 11, 12, 14, 15 and 16). 
Specifically, the interviewees‟ view was that it is unethical if an accountant practices EM for 
personal benefits. However, despite this view, the vast majority of interviewees still felt that 
EM was widely practised even though they know it is unethical: ‘It is unlikely for Vietnamese 
accountants or managers to do accounting adjustment and practice EM for the benefits of 
other people in the company, even the shareholders’, according to one interviewee (Interview 
14). It is quite common for senior management and accountants to consider personal benefit 
over the benefit of other parties in making an accounting adjustment or in practicing EM 
(Interview 15). Business owners, for example, practise EM with the aim of making their 
financial statements appear better than they should be so that the share price is higher than the 
real price. ‘They do not care much about the company’s real situation’, admitted one 
interviewee (Interview 13).  
Most interviewees stated their belief that acting for personal benefit is a part of human nature. 
There are several practical reasons, in addition, to explain why accountants make accounting 
adjustments or practice EM for personal benefits. The primary reason is because of incentives 
and pressure from management (Interviews 5 and 7). Accountants may manipulate accounting 
transactions to gain bonuses, for example (Interview 7). Moreover, finance and accounting 
departments are usually under a lot of pressure and influence from higher-level management. 
Accountants may be forced by their managers to conduct EM activities, as discussed 
previously (Interviews 9 and 14). 
In addition, income is also another motivation for making unusual accounting adjustments. 
People with low salaries might try to think of ways to get benefits for themselves by practicing 
EM. For example, one interviewee said that people usually complain that they cannot dedicate 
themselves to their work because they don‟t receive good benefits (Interview 11): „so many 
people, particularly in the public sector, do not earn much money, so they make efforts to 
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practice EM whenever they have a chance to do so‟ (Interview 2). Another minor motivation 
for practicing EM is that accountants sometimes make mistakes, and they want to hide their 
mistakes. In this case, accountants do not derive direct personal benefits from EM, except to 
cover up their mistakes (Interview 9).  
Other than accountants performing unusual accounting transactions or practicing EM for 
purely personal benefits, interviewees also pointed out that accountants may consider 
organisational benefits, but at the same time also try to take care of their personal benefits. In 
other words, organisational benefit is rarely the sole reason for practicing EM (Interviews 7 
and 11).   
In order to reduce instances of EM, organisations can improve internal audits and internal 
control, as well as seek better external audit quality. In general, accountants fear their actions 
being discovered by auditors and, given stricter auditing procedures, this will deter them from 
engaging in such activities (Interview 9). Moreover, personality and ethics training are also 
important factors for reducing EM. Some interviewees felt that accountants with lower 
accounting qualifications or less technical training tend to be more likely to ignore ethics and, 
as a result, to practice EM much more than are highly qualified accountants (Interview 6, 9). 
Punishment is another option to reduce EM: if organisations have harsh punishment systems, 
accountants will be reluctant to practice EM (Interview 9).  
In conclusion, based on the interviews, although Vietnamese accountants‟ are aware that they 
should act for the benefit of the company as a whole, participants felt that, in reality, their 
actions are more individualist than collectivist, and therefore it would seem that most EM is 
done for personal benefit, which contradicts Hofstede (2001). However, one interviewee 
stated:  
We expect that the new generation will think and care more for the community’s benefit 
and care about long-term development, and that would be a good base for individual 
development (Interview 7).  
The above findings about the individual versus collectivist benefits of EM indicate that the 
opportunity for conducting transactions with the aim of personal and organisational benefits 
would be likely to affect the quality of financial reports. These findings were factored into the 
design of the vignettes for the second part of the present study. 
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5.5.3 Perceptions of the likely impact of uncertainty avoidance on FR 
The aim of this section is to explore whether uncertainty avoidance (UA) has any influence on 
financial reporting via earnings management. Similar to the interview questions regarding PD 
and CI, direct questions as to the precise definition of UA were not asked; but instead, proxies 
were used to capture the interviewees‟ views. The first proxy asked whether it is justifiable to 
record an accounting transaction with the main aim of boosting profit, as long as the 
transaction is within accounting standards. The second proxy attempted to determine whether 
accountants take these standards as the main basis for accounting treatment when preparing 
financial statements.  
Out of sixteen interviews, only one interviewee thought that it is unjustifiable to record an 
accounting transaction with the main aim of boosting profits, regardless of whether it is legal 
or illegal. She emphasised that, „it is an issue of ethics if we overstate profits’ (Interview 15).  
In contrast, sixty-five per cent of the interviewees agreed that it is acceptable to record an 
accounting transaction with the aim of boosting profits if it complies with accounting standards 
(Interviews 1, 2, 3, 8, 9, 11, 12, 13 and 14). It is considered justifiable if the course of action is 
for the overall benefit of a company and will support the company‟s performance (for example, 
improving the terms of borrowing from a bank) (Interviews 1 and 5); „because the transaction 
is within accounting standards...then theoretically the accountant does not do anything wrong’ 
(Interview 14). However, from a professional ethics perspective, regardless of the technical 
details, accountants should be honest and record what figures really are: „they should not take 
advantage of the loopholes within accounting standards’ in order to benefit either themselves 
or their organisation’ (Interview 11). Many interviewees, however, do not view this as an 
ethical issue if it is not technically wrong (Interview 16). Some interviewees mentioned that 
knowledgeable accountants can find ways to manipulate the accounts well within the 
standards, and they think that ‘accountants should take advantage of whatever the accounting 
standards allow them to do’ (Interview 2).  
Do accountants use accounting standards as the main criteria of accounting treatment?  
Most of the interviewees confirmed that accountants follow accounting standards rather than 
relying on personal judgment or other factors when preparing financial statements: 
„Accountants cannot freely do whatever they want outside the standards‟ (Interview 5). In 
other words, the main criterion for accountants‟ decision about whether or not to adopt a given 
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accounting treatment is whether or not that treatment is within accounting standards. 
Flexibility is not allowed in VAS, and the standards do not leave much room for judgment and 
estimation as is available in IFRS (Interviews 1, 6, 7, 8, 11, 12, 13, 14 and 15). Accountants 
use accounting standards issued either by the MOF or tax authorities. Other than accounting 
standards, accountants can also base their work on MOF decrees, which give guidance on a 
specific issue that is not stated in the accounting standards. However, these decrees sometimes 
take time to resolve. An accounting department and management may resolve the issue 
themselves based on their experience, or they can either contact an auditor or refer it to IFRS 
(Interviews 5, 6 and 7). One interviewee strongly emphasised that: 
Accountants have to comply with the standards even if such treatments do not satisfy 
them. It is not mentioned in the standards that accountants are allowed to not follow the 
standards if they think that they can reflect a company’s financial situation better in 
another way (Interview 11). 
From the above findings, the researcher concluded that, in the accounting profession, 
Vietnamese accountants have quite high uncertainty avoidance, and they follow the rules in 
most instances, which has a positive impact on the financial reporting quality. However, they 
can also be flexible, and are generally willing to carry out unethical decisions if those actions 
lay within the allowance of standards and rules. These findings were then factored into the 
vignette experiment design in the second part of this study.   
5.6 Conclusion 
This chapter summarised the major themes that emerged from the sixteen interviews 
undertaken to investigate the first research objective and the three associated research 
questions outlined in the introduction section of this chapter. These major themes are in line 
with the three research questions in respect of: the current state of financial reporting quality in 
Vietnam; understanding and attitudes toward EM; and accountants‟ perceptions of the likely 
impact of power distance, collectivism/individualism, and uncertainty avoidance on financial 
reporting.    
The research found that interviewees agreed that the quality of financial statements has 
improved in Vietnam in recent years. However, there are still many aspects that need to be 
addressed, such as accounting standards, the fundamental characteristics of financial 
accounting information, and audit quality.  
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The interviewees confirmed that VAS is the compulsory accounting standard in Vietnamese 
accounting systems. However, the current VAS has not yet been updated to suit the 
development of the economy; in fact, the current VAS does not meet the needs of financial 
report preparers. In particular, there is a lack of VAS coverage of industries such as agriculture. 
There is also an issue in adopting IFRS. For example, interviewees felt that the Vietnamese 
market is not yet ready for fair value. Financial instruments is another area that Vietnamese 
accounting professionals have difficulty with, as the financial market has not yet developed the 
capacity to be ready for financial instruments. The lack of accountants with qualifications such 
as CPA, ACCA, and CIMA also is another concern in Vietnam.  
In addition, the level of disclosure in financial statements, regarding opportunities, risks, 
judgment and estimation, is currently perceived as being poor, especially for those financial 
statements prepared by local companies. Disclosures typically do not display information 
sufficient for investor needs. Therefore, it is expected that, in the investors‟ view, the quality of 
Vietnamese financial reporting is not highly regarded.  
The quality of audits in Vietnam has improved; however, several limitations, such as in 
training and audit integrity, still need addressing. Local auditing firms need to enhance their 
audit quality to reach international audit firm quality standards, in order to maintain 
consistency in the auditing industry.  
These factors are causing loopholes in the quality of financial reporting, which could open 
opportunity for accountants to practice EM. Although EM is not a familiar term to Vietnamese 
accountants; but when the term was explained to them, they generally felt that the practice is 
widespread. Of the two methods of EM, interviewees viewed OEM as being more common 
than AEM. Accountants‟ attitudes toward EM varied: it was deemed acceptable or 
unacceptable depending on the situation and motivation. EM was usually deemed acceptable if 
it complied with existing accounting standards, and was for organisational benefit rather than 
for personal benefit.  
Turning to cultural factors, accountants in Vietnam appeared to perceive that their working 
environment still operates as a high PD (top-down approach), but not to at an extreme level. 
Some level of discussion between superiors and staff is available. In relation to accounting 
adjustments, accountants also have more individualism tendencies than perhaps was once the 
case under a collectivist environment, and high (but not extreme) uncertainty avoidance 
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tendencies. The interviewees also stated that EM is unethical if it affects financial statement 
users‟ decision-making and/or has a significant impact on financial reporting. Otherwise, it is 
deemed ethical as long as it does not contravene any accounting rules.  
The vignettes for use in the factorial experiment design were developed in accordance with the 
themes outlined above. The findings for this factorial design are presented in the following 
chapter.  
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CHAPTER SIX: FINDINGS PART 2 - EXPERIMENTS 
6.1 Introduction 
This chapter presents the major findings from the experiments undertaken to test the eighteen 
hypotheses presented in Chapter Three.  
This study uses the „cultural priming‟ method, as explained in Oyserman and Lee (2007), 
where scenarios are manipulated with cultural dimensions to investigate how accountants‟ 
ethical awareness, ethical judgment, and ethical intention, change with different EM scenarios 
(operating earnings management (OEM), accounting earnings management (AEM)); 
manipulated across High/Low levels of three cultural dimensions (power distance (PD), 
collectivism/individualism (CI), uncertainty avoidance (UA)). In other words, cultural 
dimensions (High PD, Low PD, High CI, Low CI, High UA, Low UA) are used in the present 
study as part of a culture typology framework for illustrating the potential impact of cultural 
factors on different EM scenarios. The manipulation combinations used between EM and key 
cultural characteristics are as follows:  
 High PD-OEM scenario: OEM activity conducted in a high power distance context; 
i.e. the accountant in the scenario follows his/her superior‟s orders; 
 Low PD-OEM scenario: OEM activity manipulated with a low power distance 
context; the accountant consults with his/her manager and independently decides to 
carry out the transaction; 
 High CI-OEM scenario: OEM activity manipulated with a collectivist context; the 
accountant conducts the activities with a focus on the benefit of all staff in the 
organization; 
 Low CI-OEM scenario: OEM activity manipulated with an individualist context; 
the accountant conducts the activities for his or her own personal benefit; 
 High UA-OEM scenario: OEM activity manipulated in a high uncertainty 
avoidance context; the accountant follows the accounting standards as they are seen 
to reduce uncertainty;  
 Low UA-OEM scenario: OEM activity manipulated with a low uncertainty 
avoidance context; the accountant is flexible in their decision making and is not 
seen to be concerned about facing risk or uncertainty.  
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Each of these manipulations is then similarly applied to the AEM scenarios. 
The experiment instrument with each scenario is presented in Appendix 4 of this thesis. 
This chapter comprises three sections. Section A presents a brief data analysis of the 
manipulation checks, the chapter then describes characteristics of the sample used in the study 
and discusses the reliability of the data. Section B of this chapter discusses the results in light 
of the hypothesised relationships between the variables (earnings management, culture, ethical 
awareness, ethical judgment, and ethical intention). Section C summarises findings from single 
open-ended question used to gauge participants' opinions of the likelihood of these situations. 
The chapter concludes with an overview of the key results. Data are mean ± standard 
deviation, unless otherwise stated.  
SECTION A – MANIPULATION CHECK AND OVERVIEW OF DATA  
6.2 Manipulation check sample and results 
As mentioned in Chapter 4, the EM scenarios were carefully designed and tested using 
manipulation checks, with adjustments made until the manipulation successfully reflected the 
desired differences between each scenario (i.e. the six scenarios for each OEM and AEM 
activity outlined in the introduction to this chapter). As mentioned in Chapter 4, due to the 
large size of the questionnaires, manipulation checks were completed prior to the main survey 
being administered, as recommended by Kantowitz et al. (2014). The full details of the 
manipulation checks are shown in Chapter 4. The final manipulation check was undertaken as 
one part of the pilot study, and was conducted with 70 Vietnamese accountants with 2–3 years‟ 
working experience; and 47 out of 70 accountants‟ responses were returned, resulting in a 
return rate of 67%. Participants were asked to rate their responses on a 7-point Likert scale, 
with answers ranging from 1: „Incorrect‟ (i.e. the statement given is incorrect in relation to the 
scenario given) to 7: „Correct‟ (i.e. the statement given is correct to the content of the scenario 
given), to answer the manipulation check statement associated with each scenario. The 
statements that represented characteristics for each cultural dimension in the manipulation 
check are stated as follows: 
 Statement 1 represented the High PD cultural dimension characteristic: The accountant 
followed the general manager (GM)‟s direction because s/he believed the staff would 
need to follow the superior‟s direction; 
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 Statement 2 represented the Low PD cultural dimension characteristic: The GM and 
accountant discussing and sharing opinions before making the decision;  
 Statement 3 represented the High CI cultural dimension characteristic: The benefit of 
all employees was the most important factor when the accountant made the decision; 
 Statement 4 represented the Low CI cultural dimension characteristic: The accountant‟s 
primary focus was on his/her own benefit when making the decision; 
 Statement 5 represented the High UA cultural dimension characteristic: The 
accountant‟s focus was on compliance with the accounting rules when making the 
decision;  
 Statement 6 represented the Low UA cultural dimension characteristic: The accountant 
was not afraid to take risks when making his/her decisions. 
The manipulation check questions are presented in full in Appendix 3 of this thesis.  
The manipulation check results were analysed using a Paired Samples t-Test on each scenario, 
to evaluate whether participants identified the key characteristics that differed from scenario to 
scenario. For example, in the High PD scenario, it was expected that participants would choose 
an option towards the high end of the Likert scale (6 or 7) for the statement representing the 
High PD context, and choose an option toward the low end of the scale (1 or 2) for statements 
representing other cultural dimensions: Low PD, High CI (Collectivism), Low CI 
(Individualism), High UA, and Low UA. The sample of results from the Paired Samples t-Test 
(see Table 6.1) show a significant difference (p < .001) between the High PD scenario (as 
described above) and the other scenarios (Low PD, High CI, Low CI, High UA, Low UA) 
represented. There was a statistically significant decrease in the means from statement 1 
representing the High PD cultural dimension characteristic (6.41±1.32) to other statements (i.e. 
cultural dimensions): for example, statement 2 – representing the Low PD characteristic (2.88 
±2.21), t (31) = 6.49, p < .001 (two-tailed); statement 3 representing the High CI characteristic 
(1.97 ±1.71),  t (31) = 10.54, p < .001 (two-tailed) , statement 4 representing the Low CI 
characteristic (2.00±1.41), t (31) = 14.04, p < .001 (two-tailed), statement 5 representing the 
High UA characteristic (2.19 ± 1.55), t (31) = 11.50, p < .001 (two-tailed), and statement 6 
representing the Low UA characteristic (3.03 ± 1.98), t (31) = 6.60, p < .001 (two-tailed). 
There were significant decreases in the mean between High PD and other cultural dimensions, 
which indicates that, on average, participants choose higher-end answers for Statement 1 (High 
PD) and lower-end answers for the other cultural dimensions (Statements 2, 3, 4, 5, and 6). 
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Therefore, it can be concluded that the manipulations of the scenarios were successful (i.e. 
showing differences in response between different cultural dimensions). 
Table 6.1: Sample manipulation check for High PD OEM scenario 
High PD OEM 
Scenario 
Statistics for 
Individual Statement 
Paired Samples Test between Statement 
1 with each of Statement 2 to 6 
Mean Std. 
Deviation 
t df Sig. (*) 
(2-tailed)  
Statement 1: High PD 6.41 1.32    
Statement  2: Low PD 2.88 2.21 6.49 31 0.00
 
Statement 3: High CI 1.97 1.71 10.54 31   0.00 
Statement  4: Low CI 2.00 1.41 14.04 31 0.00 
Statement  5: High UA 2.19 1.55 11.50 31 0.00 
Statement  6: Low UA 3.03 1.98 6.60 31 0.00 
(*) Paired Samples Test between Statement 1 Vs. each statement (2, 3, 4, 5, and 6) was statistically significant 
different.  
The same paired samples t-tests were run for all other scenarios. In total, there were 12 tests 
conducted (6 tests for OEM and 6 tests for AEM scenarios). All tests showed statistically 
significant differences (p < 0.05) between the manipulated statements (representing the cultural 
dimension manipulated in the scenario) and other statements (which are not manipulated in the 
scenario). Due to the large number of tests, other manipulation check results are not reported 
here; however, the statistical data and significant differences for all manipulated variables are 
presented in Appendix 5 of this thesis. Given the results above, it can be concluded that the 
manipulation of scenarios was undertaken successfully (i.e. each EM appears to represent 
different cultural dimensions).  
6.3 Main survey sample composition  
The factorial experiment design used 8 groups of participants. Each group examined OEM and 
AEM scenarios for different levels of each cultural dimension. For example, Group 1 discussed 
OEM and AEM in High PD, High CI, and High UA scenarios; while Group 2 discussed OEM 
and AEM in High PD, High CI and Low UA scenarios; and so on. Cohen et al. (1998) and 
(Tabachnick and Fidell, 2007) suggest that sample sizes for each group should be at least 
twenty, whereas Ghasemi and Zahediasl (2012) recommend sample sizes of more than 40 
participants per group to enhance the reliability and validity of the research. In addition, Field 
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(2013) recommends that equal groups are resistant to violations of normality and homogeneity 
of variance assumptions for statistical testing. 
Montgomery (2013) also suggests that each group should have an equal number of participants 
(„balanced designs‟) instead of unequal numbers („unbalanced designs‟), because balanced 
designs are more powerful and recognize true differences in the effects of different conditions 
(Montgomery, 2013). Equal numbers of questionnaires were sent out for each group for both 
online and paper surveys, in an effort to have equal numbers of responses for each group. 
However, descriptive tests show that 5 groups had 74 participants; and only 3 groups had a 
slightly higher numbers of participants (Group 2 had 76, Group 3 had 77 and Group 7 had 78 
responses). In order to have a balanced design, the researcher randomly deleted 9 responses to 
ensure equal group sizes (Perreault et al., 1975, Munzel, 2013). Therefore, each group in this 
study had 74 valid responses for data analysis purposes.  
Table 6.2 below summarizes the main demographic characteristics of the total responding 
sample group, along with missing data percentages for each variable. Hair et al. (2009) 
recommend a maximum missing data percentage of 5%, which has been used as a guide in this 
study. All data met this requirement, with the exception of IFRS knowledge and Professional 
Qualification information, in which 6% of data were missing. However, because this data is of 
a demographic nature, the missing data should not have any negative impact on data analysis 
for testing the hypotheses. Accordingly, IFRS knowledge and Professional Qualification 
information have been retained in the analysis.  
The percentage of female and male participants are 29% and 67%, respectively. Table 6.2 also 
shows that more than 48% of the respondents are between 31 – 40 years of age, and most 
respondents are from Hanoi and Ho Chi Minh and other large provincial cities such as Quang 
Ninh, Hai Phong, Phu Tho, Vinh Phuc, Vung Tau, Binh Duong. 1% of participants hold a PhD, 
19% have a Master‟s degrees, and the remaining participants mainly possess a Bachelor‟s 
degree. Furthermore, accountants with Vietnamese professional qualifications (CPA Vietnam 
and Chief Accountant) represent the majority of participants in this study (50%), showing that 
Vietnam still lacks accountants with international professional qualifications, such as CPA 
Australia or ACCA. According to CPA Australia (Vietnamese office) and ACCA Vietnam, as 
of the end of 2014, ACCA Vietnam has approximately 700 full members (members who have 
completed all exams and have met the minimum number of years of experience) and CPA 
Australia has approximately 200 full members. For this reason, only 12% of participants in the 
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study have international accounting qualifications. Finally, approximately 21% of participants 
have no qualification at all; and participants tend to be elderly accountants (for example, 30% 
of participants are greater than 45 years of age).  
Table 6.2: Demographic Characteristics of the Factorial Design Respondents 
           Description 
Proportion 
(%) 
Description 
Proportion 
(%) 
Gender  Worked for Foreign Owned 
Company 
 
Male 29.2     Yes 47.8 
Female 67.9     No 50.8 
Missing data 2.9     Missing data 1.4 
Age  Years of Experience  
22-30 36.3     3-5 27.5 
31 – 40 48.5     6-15 52.5 
41-50 10.6     16 – 25 15.5 
51-65 4.1     26 – 35 3.0 
Missing data 0.5     36 – 42 0.8 
 
      Missing data 0.5 
Academic Degrees  Professional Qualifications  
Doctorate (PhD) 1.0     No Professional Qualification 21.3 
Master's Degree 18.9     ACCA, CPA Australia 12.2 
Bachelor's Degree 76.5     CPA Vietnam, Chief Accountant 49.5 
Others 2.0     Others  16.4 
Missing data 1.5     Missing data 0.7 
Have Been Abroad  Training Needed  
Yes 11.1     Yes 78.5 
No 84.5     No 20.9 
Missing data 4.4     Missing data 0.5 
Resident Place  Training Discipline  
      Hanoi 51.5     VAS 13.9 
Ho Chi Minh 24.5     IFRS 11.5 
Others 20.8     Both 54.6 
Missing data 3.2     None 19.9 
     Missing data 0.2 
Use of VAS  Use of IFRS  
Yes 90.9    Yes 37.8 
No 9.0     No 61.7 
Missing data 0.2    Missing data 0.5 
VAS Knowledge  IFRS Knowledge  
Strong 21.6     Strong 6.1 
Good 48.1     Good 26.9 
Average 24.3     Average 27.0 
Weak/ Need 
improvement 
5.7     Weak/ Need improvement 39.4 
Missing data 0.2     Missing data 0.7 
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Given the above findings, it is worthwhile to note that there were no statistically significant 
differences in responses to ethical situations between participants who hold international 
accountancy qualifications and those who graduated from Vietnamese universities. While this 
aspect is not the aim of this research, it may be a worthwhile topic for future research.  
Participants also varied in the extent of their knowledge of VAS and IFRS. Participants were 
asked to evaluate their level of knowledge of VAS and IFRS by rating themselves as having 
strong, good, average or limited knowledge. As discussed in Chapter 5, the application of VAS 
is mandatory in Vietnam, and thus it would be expected that a large number of participants 
have strong VAS knowledge. The experiment descriptive test asked participants to evaluate 
whether they have strong, good, average or limited knowledge of VAS and IFRS. The results 
show that the number of participants that have a strong knowledge of VAS is lower than 
expected, at 22%. Since IFRS is not compulsory, the percentage of participants having strong 
knowledge of IFRS is a predictably low, at 6%. As predicted also, most participants have a 
good understanding of VAS (48%) as compared to IFRS (27%), while participants having an 
average knowledge of VAS and IFRS are 24% and 27%, respectively. Table 6.2 shows that 
Vietnamese accountants‟ knowledge of IFRS is very limited, with 39% of participants 
indicating that they have poor knowledge of IFRS. The findings on accountants‟ knowledge of 
VAS and IFRS, using the experiment discussed above, is in line with the findings from 
interviews presented in Section 5.3.3, Chapter 5. These results give the researcher an indication 
that the level of EM practice might be reduced if accountants have strong knowledge of 
accounting standards. In addition, it also indicates that training for accountants is needed.  
Figure 6.1 describes the number of participants using VAS and IFRS at work, and their ranking 
of their knowledge on both VAS and IFRS, as discussed above.  
When asked whether they needed to have training on VAS and/or IFRS, 20% (124) of 
participants replied that they did not need to have training. The rest of the participants 
expressed different training needs: for example, 14% would prefer to have further VAS 
training, 11% would prefer to have IFRS training, and 55% preferred to have training on both 
VAS and IFRS; which, along with the interview results, would suggest that Vietnamese 
accountants are willing to learn.  
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Figure 6.1: Perception of accountant’s knowledge of accounting standards and the use of 
accounting standards. 
  
  
6.4 Reliability and descriptive statistics 
6.4.1 Reliability level 
A reliability test was conducted to check the internal consistency of the Likert scales (1 to 7) 
from the survey instrument to ensure that they were measuring the same underlying construct 
(Pallant, 2013). The Cronbach‟s Alpha coefficient was used to test for internal consistency 
(Pallant, 2013) and reliability. In this study, the measurement of the dependent variable was 
undertaken by asking four questions, used to measure ethical awareness: 
  The level of acceptability to my organisation;   
   The level of acceptability to my family;  
  The level of acceptability from a Vietnamese cultural perspective; 
  My level of personal satisfaction.  
One question was used to measure ethical judgment:  
  The ethical level of my action described in the scenario above.  
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Lastly, two questions were used to measure ethical intention: 
  One question to measure self-intention: The probability that I would undertake the 
same action; 
  One question to measure peer-intention: the probability that my peers would 
undertake the same action. 
Each question was based on a 7 - point Likert scale, from (1) - „Extremely Low‟ to                        
(7) - „Extremely High‟ (see Appendix 4). In order to test whether the measurements for each 
scenario were reliable, a Cronbach's Alpha coefficient was run on a sample size of 592 (74 x 8 
groups), representing each cultural dimension. As recommended by Cohen and Swerdlik 
(2009), separate Cronbach‟s Alpha coefficients were used for items making up the 
measurements that have the same underlying attributes. As such, Cronbach‟s Alpha was run 
for the ethical awareness measurement (a combination of 4 questions in the survey), as 
outlined above. There was a single question to measure ethical judgment, and thus it was not 
necessary to run Cronbach‟s Alpha for this construct. The Cronbach‟s Alpha value for each 
manipulation is presented in Table 6.3 below.  
Table 6.3: Cronbach Alpha Reliability Coefficients 
Scale Cronbach’s Alpha (Reliability Coefficient) 
– Ethical Awareness 
OEM  
High Power Distance 0.86 
Low Power Distance 0.88 
High Collectivism 0.91 
Low Collectivism 0.89 
High Uncertainty Avoidance 0.91 
Low Uncertainty Avoidance 0.92 
AEM  
High Power Distance 0.86 
Low Power Distance 0.92 
High Collectivism 0.92 
Low Collectivism 0.89 
High Uncertainty Avoidance 0.90 
Low Uncertainty Avoidance 0.93 
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Table 6.3 shows that, in all cases, the coefficients exceeded the minimum Cronbach‟s Alpha of 
0.7, as recommended by Nunnally (1978, as quoted in Pallant, 2013). The Cronbach‟s Alpha 
scores ranged from 0.79 to 0.92 for ethical judgment and 0.82 to 0.91 for ethical intention. 
These results suggest that the measurements (or metrics) applied for eight scenarios have 
excellent internal consistency /reliability.  
Factor analysis 
In addition to Cronbach Alpha, reliability coefficient factor analysis was conducted for this 
study to ensure that the concise representation of four items/questions relating to ethical 
awareness was consistent and internally reliable. Table 6.4 shows that all coefficients are 
above 0.3. Moreover, Kaiser-Mayer-Olkin values were within the range of between 0.81 to 
0.86, exceeding the recommended value of 0.6 by Kaiser (1974, as quoted in Pallant, 2013), 
and Bartlett‟s Test of Sphericity by Bartlett (1954, as quoted in Pallant, 2013). The results of 
this analysis (Table 6.4) support the use of one scale of measurement by Watson, Clack and 
Tellegen (1988, as quoted in Pallant, 2013).  
Table 6.4: Factor Analysis 
Scenarios Kaiser-
Mayer-Olkin 
Bartlett's test of 
Sphericity - Sig. 
Total Variance 
Explained 
OEM activity    
High Power Distance 0.81 0.00 69.96 
Low Power Distance 0.82 0.00 73.57 
High Collectivism 0.84 0.00 78.27 
Low Collectivism 0.83 0.00 74.83 
High Uncertainty Avoidance 0.84 0.00 78.85 
Low Uncertainty Avoidance 0.83 0.00 80.48 
AEM activity 
High Power Distance 
 
0.81 
 
0.00 
 
70.23 
Low Power Distance 0.84 0.00 81.49 
High Collectivism 0.85 0.00 79.97 
Low Collectivism 0.83 0.00 76.26 
High Uncertainty Avoidance 0.83 0.00 78.61 
Low Uncertainty Avoidance 0.86 0.00 83.11 
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6.4.2 Descriptive statistics 
Table 6.5 below describes the characteristic of the samples used in the study, along with results 
of tests for Skewness and Kurtosis. The present study aimed to explore different responses of 
participants to EM activities (OEM and AEM), manipulated with cultural dimensions (PD, CI, 
UA); and accordingly, the descriptive statistics were also analysed based on these cultural 
dimensions. 
Table 6.5 exhibits descriptive statistics for each measurement: ethical awareness, ethical 
judgment, self-intention, and peer-intention; for the combinations of each cultural dimension 
context (i.e. High PD, Low PD, High CI, Low CI, High UA, Low UA) and 2 types of EM 
(OEM and AEM). Table 6.5 presents the mean, standard deviation, skewness, and kurtosis, for 
each measurement in each scenario. As mentioned above, each group has 74 participants; 
however, N varies from 284 to 296, because of missing data. The percentage of missing data 
was around 1–1.5%, which is much lower than the recommended maximum of 5% (see, Hair 
et al., 2009). In addition, the data analysis uses a mixed method model (SPSS test), which, as 
proposed by West et al. (2007), is powerful and can overcome missing information 
assumptions. According to Garson (2012), skewness and kurtosis should be within the +2 and -
2 range, when the data are distributed normally. In addition, Tabachnick and Fidell (2007) note 
that, with a reasonably large sample (which is the case in the present research), data 
automatically meet the normal distribution test and tests for skewness and kurtosis. Descriptive 
statistics show the data for each cultural dimension separately, for ethical awareness, ethical 
judgment, self-intention, and peer-intention. Means and standard deviations for each individual 
question in the survey are disclosed in Appendix 6 of this thesis. The researcher also ran t-tests 
to compare the responses between all of these different groups; however, there were no 
statistically significant differences in their answers.  
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Table 6.5: Descriptive Statistics 
 Ethical perspective N(*) Mean 
Std.  
Deviation 
Skewness Kurtosis 
High PD OEM Scenario      
 
Ethical Awareness 295 3.73 1.29 -0.07 -0.56 
Ethical Judgment 284 3.32 1.47  0.29 -0.51 
Self-Intention 293 3.39 1.66  0.04 -1.12 
Peer-intention 292 4.03 1.55 -0.26 -0.90 
High PD AEM Scenario      
 
Ethical Awareness 295 3.15 1.15 0.12 -0.60 
Ethical Judgment 286 2.75 1.38 0.49 -0.43 
Self-Intention 293 2.86 1.53 0.43 -0.74 
Peer-intention 292 3.37 1.47 0.10 -0.82 
Low PD OEM Scenario      
 
Ethical Awareness 296 4.21 1.32 -0.30 -0.49 
Ethical Judgment 290 4.07 1.54 -0.15 -0.53 
Self-Intention 293 3.99 1.67 -0.29 -0.88 
Peer-intention 292 4.29 1.44 -0.44 -0.37 
Low PD AEM Scenario      
 
Ethical Awareness 293 3.45 1.40 0.12 -0.61 
Ethical Judgment 289 3.11 1.55 0.36 -0.64 
Self-Intention 293 3.20 1.62 0.31 -0.86 
Peer-intention 291 3.57 1.54 0.05 -0.71 
High CI OEM Scenario      
 
Ethical Awareness 295 3.19 1.41 0.14 -0.91 
Ethical Judgment 285 3.01 1.58 0.39 -0.79 
Self-Intention 295 2.89 1.63 0.41 -0.97 
Peer-intention 294 3.37 1.56 -0.02 -1.12 
High CI AEM Scenario      
 
Ethical Awareness 293 2.96 1.37 0.24 -0.75 
Ethical Judgment 288 2.72 1.45 0.59 -0.54 
Self-Intention 293 2.67 1.53 0.58 -0.63 
Peer-intention 291 3.04 1.50 0.21 -0.98 
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Table 6.5: Descriptive Statistics (continue)    
Low CI OEM Scenario      
 
Ethical Awareness 296 2.75 1.31 0.40 -0.66 
Ethical Judgment 290 2.48 1.50 0.82 -0.21 
Self-Intention 295 2.50 1.53 0.77 -0.36 
Peer-intention 294 3.10 1.58 0.30 -0.77 
Low CI AEM Scenario      
 
Ethical Awareness 295 2.66 1.25 0.64 -0.23 
Ethical Judgment 293 2.32 1.34 0.91 -0.06 
Self-Intention 294 2.40 1.41 1.05 0.50 
Peer-intention 292 2.91 1.51 0.63 -0.33 
High UA OEM Scenario      
 
Ethical Awareness 296 3.31 1.45 0.22 -0.86 
Ethical Judgment 296 3.30 1.63 0.23 -0.97 
Self-Intention 296 3.16 1.71 0.39 -0.90 
Peer-intention 296 3.44 1.64 0.22 -0.95 
High UA AEM Scenario      
 
Ethical Awareness 292 3.15 1.47 0.33 -0.56 
Ethical Judgment 285 2.95 1.60 0.51 -0.65 
Self-Intention 291 2.87 1.66 0.53 -0.78 
Peer-intention 290 3.22 1.59 0.22 -0.80 
Low UA OEM Scenario      
 
Ethical Awareness 295 3.15 1.45 0.29 -0.62 
Ethical Judgment 289 3.03 1.61 0.40 -0.72 
Self-Intention 294 2.88 1.66 0.58 -0.73 
Peer-intention 294 3.12 1.53 0.25 -0.83 
Low UA AEM Scenario      
 
Ethical Awareness 294 2.91 1.39 0.43 -0.43 
Ethical Judgment 289 2.75 1.50 0.58 -0.46 
Self-Intention 292 2.66 1.51 0.64 -0.49 
Peer-intention 294 2.94 1.51 0.35 -0.81 
 (*) Sample size was equal to 74 participants per group. However, due to missing values, N is not the same across 
different cultural dimension contexts.  
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SECTION B – HYPOTHESES ANALYSIS  
6.5 Effect of EM severity on ethical awareness, ethical judgment and ethical intention 
This section presents the results of testing the hypotheses, along with the main and interaction 
effects resulting from the study, using SPSSs mixed-model analysis. Three mixed-methods 
model analyses were conducted separately on each ethical decision-making process: ethical 
awareness, ethical intention, and ethical judgment. The first test was undertaken to provide an 
overview of main, two-way, and three-way interaction effects, for a combination of all 
scenarios. In other words, the main effects of all EM types and cultural dimension contexts are 
taken into account. Mixed-methods models were then re-run and fitted with two-way 
interaction effects of EM type (OEM and AEM) and cultural dimension contexts (High and 
Low), to further explore this interaction. However, the interaction effects were generally found 
to be statistically insignificant (p > 0.05); and hence, the third test was run to explore the main 
and interaction effects related to OEM and AEM within each cultural dimension, for 
accountants‟ ethical awareness, ethical judgment, and ethical intention.  
In order to emphasise the difference in the perceived degree of severity between OEM and 
AEM, the following section will use the term „level of EM severity‟ instead of „type of EM' to 
discuss OEM verses AEM. 
The detailed analysis of two-way interaction effects for EM type (OEM and AEM) and cultural 
dimension context (High /Low), and the three-way interaction effects for type of EM 
(OEM/AEM), cultural dimension (PD_CI_UA), and cultural dimension context, will be 
reported in detail in Section 6.6: The effect of cultural dimensions on ethical awareness, ethical 
judgment, and ethical intention. The following sections analyse the main and interaction 
effects related to OEM and AEM within each cultural dimension, for accountants‟ ethical 
awareness, ethical judgment, and ethical intention. Overall, AEM activities are regarded as 
being more serious than OEM by participants, and the majority evaluated the actions described 
in the scenarios as unethical.    
6.5.1 Effect of EM severity on ethical awareness in PD, CI, UA scenarios (Hypothesis 1) 
A mixed-model analysis was run to test the Vietnamese accountants‟ overall ethical awareness 
in responding to different EM scenarios (Table 6.6). The results revealed that there were 
statistically significant main effects in ethical awareness between two levels of EM severity 
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OEM and AEM: F(1,3515) = 56.33, p < .001. These findings indicate that, overall, participants 
responded differently to OEM and AEM scenarios, in that they perceived that AEM is more 
serious than OEM scenarios. There were also statistically significant interaction effects for 
levels of EM severity (OEM_AEM) and cultural dimensions (PD_CI_UA), F(2, 3515) = 
12.96, p < .001. As mentioned above, three-way interaction effects between levels of EM 
severity, cultural dimension, and cultural dimension context, were not statistically significant, 
which is analysed further in Section 6.6.1.  
Table 6.6: Type III Tests of Fixed Effects
a
 
Source 
Numerator 
 df 
Denominator  
df 
F Sig. 
Intercept 1 6.18 4129.40 0.00 
OEM_AEM 1 3515 56.33 0.00 
OEM_AEM * PD_CI_UA 2 3515 12.96 0.00 
The following sections discuss the results, which show, in detail, how accountants‟ ethical 
awareness differs between OEM and AEM scenarios. 
EM severity on ethical awareness in PD scenarios (H1a)  
The first hypothesis regarding the different effects of OEM and AEM activities on ethical 
awareness in PD scenarios is outlined below:  
H1a: Accountants’ ethical awareness of OEM activity is higher than that of AEM activity in 
PD scenarios. 
Table 6.7: Type III Tests of Fixed Effectsa,b 
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 590.47 7202.72 0.00 
OEM_AEM 1 589.97 112.00 0.00 
a. PD_CI_UA = PD  
b. Dependent Variable: Ethical Awareness 
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    Table 6.8: Estimates
a,b 
OEM_AEM Mean(*) Std. Error 
OEM 3.97 0.05 
AEM 3.30 0.05 
                           a. PD_CI_UA = PD 
b. Dependent Variable: Ethical Awareness 
(*) Apply to all Estimates table: Level of acceptability is: 1- extremely low; 7 – extremely high 
Table 6.9: Estimates of Fixed Effects
a,b
 
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 3.11 0.07 886.40 45.49 0.00 2.97 3.24 
OEM 0.67 0.06 589.97 10.58 0.00 0.54 0.79 
AEM 0
c
 0.00      
a. PD_CI_UA = PD 
b. Dependent Variable: Ethical Awareness 
c. This parameter is set to zero because it is redundant. 
In the PD scenario (where accountants either practiced EM under their superior‟s direct order 
(High PD) or contributed their opinion to the decision-making (Low PD)), the results of a test 
of fixed effects, shown in Table 6.7, reveals that ethical awareness was statistically significant 
for OEM and AEM: F(1, 590) = 112, p < .001. The mean for the participants‟ responses 
towards ethical awareness in the AEM scenario differed from the OEM; this is shown in Table 
6.8 and Figure 6.2. 
Estimates of fixed effects once again confirm the above results. On average, participants‟ 
ethical awareness score in OEM contexts (M = 3.97) is higher than in AEM contexts              
(M = 3.30), with an estimate of .67, which is statistically significant, where t = 10.58, p < .001, 
with 95% confidence interval for the difference being .54 to .79, as shown in Table 6.9. This 
response was somewhat expected, because OEM scenarios were based on changing the 
operating of the business (i.e. change the credit period), whereas AEM scenarios involve more 
serious EM activities by temporary write-off inventories. This result is further demonstrated in 
Figure 6.2: participants‟ ethical awareness is higher in OEM situations than in AEM scenarios, 
and therefore Hypothesis H1a is supported. 
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Figure 6.2: Ethical Awareness response to OEM and AEM activity in Power Distance 
context 
 
EM severity on ethical awareness in CI scenarios (H1b) 
To test for changes in ethical awareness between OEM and AEM activities in the CI 
dimension, Hypothesis H1b, states:  
H1b: Accountants’ ethical awareness of OEM activity is higher than that of AEM activity in CI 
scenarios. 
Table 6.10 reveals that OEM and AEM activities produced a significant difference in ethical 
awareness score in the CI cultural dimension, F(1,588) = 7.90, p < .005. Moreover, the means 
showed that the participants‟ ethical awareness for OEM activity (M = 2.97) was higher than 
for AEM activity (M = 2.81), as reported in Table 6.11. 
Table 6.10: Type III Tests of Fixed Effects
a,b
 
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 588.89 3771.33 0.00 
OEM_AEM 1 587.53 7.90 0.01 
a. PD_CI_UA = CI  
b. Dependent Variable: Ethical Awareness 
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Table 6.11: Estimates
a,b 
OEM_AEM Mean Std. Error 
OEM 2.97 0.06 
AEM 2.81 0.06 
a. PD_CI_UA = CI 
b. Dependent Variable: Ethical Awareness 
Table 6.12: Estimates of Fixed Effects
a,b
 
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 2.99 0.07 797.92 41.30 0.00 2.85 3.14 
Low 0.16 0.06 587.53 2.81 0.01 0.05 0.27 
High 0
c
 0.00      
a. PD_CI_UA = CI  
b. Dependent Variable: Ethical Awareness 
c. This parameter is set to zero because it is redundant. 
Furthermore, as shown in Table 6.12, estimates of fixed effects once again confirmed that the 
average increase in the responses for OEM scenarios compared to AEM scenarios is -.16. This 
estimated difference is significantly different, where t = 2.81, p < .005, with 95% confidence 
that response to OEM scenarios is -.05 to -.27 higher than AEM scenarios. These results 
indicate that accountants‟ ethical awareness is higher in OEM than in AEM activities; 
therefore, Hypothesis H1b is also supported.  
Figure 6.3 shows the mean plot of OEM versus AEM activities in both High CI and Low CI 
cultural dimension contexts. 
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Figure 6.3: Ethical Awareness response to OEM and AEM activity in 
Collectivism/Individualism context 
 
EM severity on ethical awareness in UA scenarios (H1c) 
Participants‟ ethical awareness was also influenced by OEM and AEM in UA scenarios. 
Hypothesis H1c states:  
H1c: Accountants’ ethical awareness of OEM activity is higher than that of AEM activity in 
UA scenarios.  
Similar to CI, ethical awareness for UA was statistically significant for the level of severity of 
EM (OEM, AEM activities): F(1,588) = 10.22, p < .001, as shown in Table 6.13.  
In addition, the estimates of fixed effects test (Table 6.15) show that the estimate was .20, 
where  t = 3.20, p < .001, and there is 95% confidence that responses to OEM scenarios are .08 
to .32 higher compared to AEM scenarios.  
These findings would suggest that accountants have different ethical awareness levels between 
OEM (M = 3.23) and AEM (M = 3.03), and that they carefully consider their decisions in both 
contexts. Table 6.14 shows the relevant means; and Hypothesis H1c was therefore supported. 
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Table 6.13: Type III Tests of Fixed Effects
a,b
 
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 589.00 3873.80 0.00 
OEM_AEM 1 587.79 10.22 0.00 
a. PD_CI_UA = UA  
b. Dependent Variable: Ethical Awareness 
Table 6.14: Estimates
a,b 
OEM_AEM Mean Std. Error 
OEM 3.23 0.06 
AEM 3.03 0.06 
a. PD_CI_UA = UA 
b. Dependent Variable: Ethical Awareness 
Table 6.15: Estimates of Fixed Effects
a,b
 
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
 Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 3.13 0.08 814.22 40.15 0.00 2.97 3.28 
OEM 0.20 0.06 587.79 3.20 0.00 0.08 0.32 
AEM 0
c
 0.00      
a. PD_CI_UA = UA  
b. Dependent Variable: Ethical Awareness 
c. This parameter is set to zero because it is redundant. 
The above results are exhibited graphically in Figure 6.4 below, which also shows the mean 
plot of OEM versus AEM activities in High UA and Low UA cultural dimension contexts. 
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Figure 6.4: Ethical Awareness response to OEM and AEM activity in Uncertainty 
Avoidance context 
 
Overall, in respect of ethical awareness, all scenarios in this study have statistically significant 
differences between different levels of EM severity, and thus support the stated hypotheses. 
The interaction graphs shown in Figure 6.5 suggest that the result for participants‟ ethical 
awareness responses to OEM is higher than responses to AEM. For example, in both High and 
Low PD scenarios, participants‟ ethical awareness of OEM activity is higher than that of AEM 
activity, with quite a similar trend in the CI and UA cultural dimensions. In general, the 
findings support Hypotheses H1a, H1b, and H1c; for all three cultural dimensions, participants 
believing that AEM activities are more serious than OEM activities.  
Figure 6.5: Ethical awareness of OEM and AEM activity in different cultural dimension 
contexts 
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6.5.2 Effects of EM severity on ethical judgment in PD, CI, UA scenarios (Hypothesis 2) 
A mixed methods model analysis was used to test the main and interaction effects of cultural 
dimensions, OEM_AEM and High/Low cultural dimension contexts on accountants‟ ethical 
judgment. The results in Table 6.16 reveal that there were statistically significant main effects 
in ethical judgment between OEM and AEM scenarios, F(1,3445) = 71.04,  p < .001. These 
findings show that, overall, participants responded differently to OEM and AEM scenarios.  
The two-way interaction effects for EM and cultural dimension were also statistically 
significant, F(2, 3,445) = 10.44, p < .001. The three-way interaction effects between EM, 
cultural dimesion and cultural dimension context (High/Low) were also tested and were not 
shown to be statistically significant, as reported in Section 6.6.2 below. 
Table 6.16: Type III Tests of Fixed Effects
a
 
Source 
Numerator 
 df 
Denominator  
df F Sig. 
Intercept 1 6.18 4129.40 0.00 
OEM_AEM 1 3445.05 71.04 0.00 
OEM_AEM * PD_CI_UA 2 3445.07 10.44 0.00 
Results from the mixed-methods model regarding ethical judgment are described below. 
EM severity on ethical judgment in PD scenarios (H2a)  
Hypothesis H2a tested the direct relationship between OEM and AEM activities and the PD 
cultural dimension on ethical judgment, as outlined below: 
H2a: Accountants perceive OEM activity as being less unethical than AEM activity in PD 
scenarios. 
The results of fixed effects test shown in Table 6.17 reveal that ethical judgment was 
statistically significant for the OEM and AEM scenarios: F(1, 580) = 105, p < .001. At the 
same time, the estimates of fixed effects test, as reported in Table 6.19, along with Table 6.18, 
which shows the means, also expose a significant positive linear relationship in ethical 
judgment between OEM (M = 3.70) and AEM (M = 2.93), t =10.25, p <.005; with 95% 
confidence interval for the difference being .62 to .91, and the estimated fixed effects being 
.76. 
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Table 6.17: Type III Tests of Fixed Effects
a,b
 
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 587.12 4463.72 0.00 
OEM_AEM 1 580.32 105.12 0.00 
a. PD_CI_UA = PD  
b. Dependent Variable: Ethical Judgment 
Table 6.18: Estimates
a,b 
OEM_AEM Mean Std. Error 
OEM 3.70 0.06 
AEM 2.93 0.06 
 
a. PD_CI_UA = PD 
b. Dependent Variable: Ethical Judgment  
 
Table 6.19: Estimates of Fixed Effects
a,b
 
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 2.65 0.08 884.78 33.39 0.00 2.50 2.81 
OEM 0.76 0.07 580.32 10.25 0.00 0.62 0.91 
AEM 0
c
 0.00      
a. PD_CI_UA = PD  
b. Dependent Variable: Ethical Judgment 
c. This parameter is set to zero because it is redundant. 
In both High and Low PD contexts, participants judged that the OEM scenario was less 
unethical than the AEM scenario. Hence, Hypothesis H2a was strongly supported. Figure 6.6 
demonstrates the difference in means between OEM and AEM activities in the PD cultural 
dimension.  
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Figure 6.6 Ethical judgment response to OEM and AEM activity in a PD context 
 
EM severity on ethical judgment in CI scenarios (H2b) 
In CI scenarios, it was also expected that there would be differences in ethical judgment 
between OEM and AEM activities, as expressed in Hypothesis H2b below:  
H2b: Accountants perceive OEM activity as being less unethical than AEM activity in CI 
scenarios.  
The participants‟ judgment score was statistically significant between OEM and AEM 
activities: F(1, 576) = 12.92, p < .001 (Table 6.20). In addition, the responses to ethical 
judgment show a significant relationship between OEM (M = 2.75) and AEM (M = 2.52), with 
estimated fixed effects of .23, which represents an average increase in responses to OEM 
compared to AEM where t = 3.59, p <.001; with 95% confidence interval for the difference 
being .11 to .36, as shown in Table 6.22, along with Table 6.21, which shows the mean. This 
result shows that the participants judged OEM activities as being less unethical compared to 
AEM activities. 
Table 6.20: Type III Tests of Fixed Effects
a,b
 
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 585.31 2598.83 0.00 
OEM_AEM 1 575.69 12.92 0.00 
a. PD_CI_UA = CI  
b. Dependent Variable: Ethical Judgment 
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 Table 6.21: Estimates
a,b
 
OEM_AEM Mean Std. Error 
OEM 2.75 0.06 
AEM 2.52 0.06 
a. PD_CI_UA = CI 
b. Dependent Variable: Ethical Judgment  
 
Table 6.22: Estimates of Fixed Effects
a,b
 
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 2.75 0.08 807.09 34.31 0.00 2.59 2.90 
OEM 0.23 0.07 575.69 3.59 0.00 0.11 0.36 
AEM 0
c
 0.00      
a. PD_CI_UA = CI  
b. Dependent Variable: Ethical Judgment 
c. This parameter is set to zero because it is redundant. 
This trend is also reflected in Figure 6.7 below, and Hypothesis H2b was therefore strongly 
supported.  
Figure 6.7: Ethical Judgment Response to OEM and AEM in Collectivism/Individualism 
context 
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EM severity on ethical judgment in UA scenarios (H2c) 
To test for changes in participants‟ ethical judgment between OEM and AEM activity within 
the UA dimension, Hypothesis H2c states: 
H2c: Accountants perceive OEM activity as being less unethical than AEM activity in UA 
scenarios.  
Results of testing for fixed effects, as shown in Table 6.23, reveal that OEM and AEM 
activities show statistically significant changes in ethical judgment; F(1, 579) = 20.04, p < 
.001. Furthermore, this difference is also expressed in the estimates of fixed effects shown in 
Table 6.23. Accountants‟ ethical judgment on OEM (M = 3.17) is higher than for AEM         
(M = 2.86), as illustrated in Table 6.24, along with the estimates of fixed effects at .31, which 
represents an average increase in OEM responses compared to AEM responses, where t = 4.48, 
p < .001; with 95% confidence interval for the difference being .17 to .45, as shown in Table 
6.25. These results mean that the participants viewed the OEM scenario as being less unethical 
than the AEM score. These findings, therefore, support Hypothesis H2c. 
Table 6.23: Type III Tests of Fixed Effects
a,b
 
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 585.56 2902.53 0.00 
OEM_AEM 1 578.81 20.04 0.00 
a. PD_CI_UA = UA  
b. Dependent Variable: Ethical Judgment 
 
Table 6.24: Estimates
a,b
 
OEM_AEM Mean Std. Error 
OEM 3.17 0.07 
AEM 2.86 0.07 
a. PD_CI_UA = UA 
b. Dependent Variable: Ethical Judgment  
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Table 6.25: Estimates of Fixed Effects
a,b
 
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 2.98 0.09 810.37 34.42 0.00 2.81 3.15 
OEM 0.31 0.07 578.81 4.48 0.00 0.17 0.45 
AEM 0
c
 0.00      
a. PD_CI_UA = UA  
b. Dependent Variable: Ethical Judgment 
c. This parameter is set to zero because it is redundant. 
Figure 6.8 below shows the difference in means between OEM and AEM activities in 
Uncertainty Avoidance contexts. Overall, the accountants judged OEM activity as being less 
unethical than AEM activity.  
Figure 6.8: Ethical Judgment response to OEM and AEM activity in Uncertainty 
Avoidance  
 
Overall, in general, the accountants‟ ethical judgments were statistically significant in response 
to different levels of EM severity (OEM and AEM), in all three cultural dimensions: PD, CI, 
and UA. Significant differences were also found in the two-way interaction effects between 
EM type and cultural dimension, which is graphically shown in Figure 6.9. The findings 
support H2a, H2b and H2c; however, the three-way interaction effects of type of EM, cultural 
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dimension, and cultural dimension context, as shown in Table 6.8, are not statistically 
significant.  
Figure 6.9: Ethical Judgment of OEM and AEM activity in different cultural dimensions 
 
6.5.3 Effect of EM severity on ethical intention in PD, CI, UA scenarios (Hypothesis 3) 
A mixed-methods model was used to test the main and interaction effects of cultural 
dimensions (PD, CI, UA) and EM type (OEM, AEM). The tests reveal that there were 
statistically significant main effects in ethical judgment between OEM and AEM scenarios for 
self-intention: F(1,3502) = 44.59,  p < .001 (Table 6.26), and for peer-intention F(1,3493) = 
54.85,  p < .001 (Table 6.27) .  
Table 6.26: Type III Tests of Fixed Effects – Self-intention 
Source 
Numerator 
 df 
Denominator  
df 
F Sig. 
Intercept 1 6.18 4129.40 0.00 
OEM_AEM 1 3502 44.59 0.00 
OEM_AEM * PD_CI_UA 2 3502 8.10 0.00 
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Table 6.27: Type III Tests of Fixed Effects - Peer-intention 
Source 
Numerator 
 Df 
Denominator  
df 
F Sig. 
Intercept 1 6.18 4129.40 0.00 
OEM_AEM 1 3493 54.84 0.00 
OEM_AEM * PD_CI_UA 2 3493 8.99 0.00 
The two-way interaction effects for EM type (OEM_AEM) and cultural dimension 
(PD_CI_UA) were found to be statistically significant for self-intention (F(2, 3502) = 8.10,   
p< .001), and also for peer-intention (F(2, 3493) = 8.99, p < .001). The three-way interaction 
effects, between EM type, cultural dimension, and cultural dimension context (High/Low), 
were not statistically significant, as reported in Section 6.6.3.  
The results for each cultural dimension are detailed below. 
PD scenarios (H3a) 
The following section examines how accountants‟ ethical intention differs within PD scenarios 
when conducting OEM and AEM activities. Hypothesis H3a states that:  
H3a: Accountants’ ethical intention to practice OEM is higher than for AEM in PD scenarios.  
A mixed-methods model reveals that participants‟ ethical intention was statistically significant 
according to levels of EM severity, with both self-intention (F(1, 588) = 69.09, p <.001) and 
peer-intention (F(1, 583) = 87.13, p <.001), as shown in Table 6.28 and Table 6.29, 
respectively.  
Table 6.28: Type III Tests of Fixed Effects
a,b
 
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 590.24 3884.10 0.00 
OEM_AEM 1 587.66 69.09 0.00 
a. PD_CI_UA = PD  
b. Dependent Variable: Self-Intention 
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Table 6.29: Type III Tests of Fixed Effects
a,b
 
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 587.31 5809.44 0.00 
OEM_AEM 1 583.21 87.13 0.00 
a. PD_CI_UA = PD  
b. Dependent Variable: Peer-Intention 
Table 6.30 and Table 6.31 show the relevant means and standard errors for OEM and AEM. 
The estimates of fixed effects also show a significantly positive linear relationship in self-
intention between the responses to OEM (M = 3.69) and AEM (M = 3.03) activities, t = 8.31,  
p < .005; with 95% confidence interval for the difference being .50 to .82 higher, and the 
estimated fixed effects being .66, as shown in Table 6.32. Similarly, the peer-intention score 
also reflected significant differences between OEM (M = 4.16) and AEM (M = 3.47), with 
estimates fixed effects of .23, which represents an average decrease in Low CI responses as 
compared to High CI responses, where t = 9.33, p < .000; and with 95% confidence interval for 
the difference being .54 to .83 higher, as shown in Table 6.33. These results would suggest 
that, in the PD dimension, participants are significantly more likely to practice OEM than to 
practice AEM. These results were not unexpected, given that AEM activities were regarded by 
participants as being more serious than OEM; and hence the intent to practice AEM was 
expected to be weaker than the intent to practice OEM.  
Table 6.30: Estimates
a,b 
OEM_AEM Mean Std. Error 
OEM 3.69 0.07 
AEM 3.03 0.07 
a. PD_CI_UA = PD 
b. Dependent Variable: Self-Intention 
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Table 6.31: Estimates
a,b 
OEM_AEM Mean Std. Error 
OEM 4.16 0.06 
AEM 3.47 0.06 
a. PD_CI_UA = PD 
b. Dependent Variable: Peer-Intention 
Table 6.32: Estimates of Fixed Effects
a,b
 - Self-Intention  
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 2.79 0.09 885.24 32.49 0.00 2.62 2.96 
OEM 0.66 0.08 587.66 8.31 0.00 0.50 0.82 
AEM 0
c
 0.00      
a. PD_CI_UA = PD 
b. Dependent Variable: Self-Intention  
c. This parameter is set to zero because it is redundant. 
 
Table 6.33: Estimates of Fixed Effects
a,b  
Peer-intention  
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 3.35 0.08 881.10 42.06 0.00 3.20 3.51 
OEM 0.69 0.07 583.21 9.33 0.00 0.54 0.83 
AEM 0c 0.00      
a. PD_CI_UA = PD 
b. Dependent Variable: Peer-Intention 
c. This parameter is set to zero because it is redundant. 
The results also reveal participants‟ predictions that, when their peers were involved in ethical 
decision-making (i.e. in a Low PD context), it was less likely that their peers would conduct 
AEM than OEM. Hypothesis H3a was thus strongly supported.  
The above means are reflected in Figure 6.10. 
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Figure 6.10: Ethical Intention Responses to OEM and AEM activity in Power Distance 
context 
  
CI scenarios (H3b) 
Hypothesis H3b examined whether accountants‟ ethical intention to practice OEM activity, as 
described in CI scenarios, is different compared to ethical intention regarding AEM activity. 
Hypothesis H3b states that: 
H3b: Accountants’ ethical intention to practice OEM is higher than for AEM in CI scenarios. 
A test of fixed effects in the mixed-methods model reveals that the CI scenario produced a 
statistically significant difference between OEM activity and AEM activity (self-intention: 
F(1,585) = 6.82, p < .005 (Table 6.34), peer intention: F(1,586) = 15.96, p < .005) (Table 
6.35)).  
Table 6.34: Type III Tests of Fixed Effects
a,b
 
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 587.15 2343.98 0.00 
OEM_AEM 1 584.80 6.82 0.01 
a. PD_CI_UA = CI  
b. Dependent Variable: Self-Intention 
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Table 6.35: Type III Tests of Fixed Effects
a,b
 
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 590.96 3277.39 0.00 
OEM_AEM 1 585.87 15.92 0.00 
a. PD_CI_UA = CI  
b. Dependent Variable: Self-Intention 
In addition, the estimates of fixed effects test once again confirmed the above findings. In self-
intention, the average was higher in the responses for OEM (M = 2.70) scenarios compared to 
AEM (M = 2.53) scenarios (Table 6.36). This estimated difference is significant, with t = 2.61, 
p < .05, and 95% confidence that responses to OEM scenarios are .04 to .30 higher compared 
to AEM scenarios, as shown in Table 6.38. The results for peer-intention are also in line with 
self-intention; the estimate of the difference in means (Table 6.37) between OEM (M = 3.24) 
and AEM (M = 2.98) was .26, where t = 4.00, p < .001, with 95% confidence that responses to 
OEM scenarios are .13 to .39 higher compared to AEM scenarios, as shown in Table 
6.39. These results suggest that the probability that most accountants would undertake OEM is 
significantly higher than for AEM, regardless of whether the accountant practices EM for 
personal or for organisational benefit.  
 
Table 6.36: Estimates
a,b
 
OEM_AEM Mean Std. Error 
OEM 2.70 0.06 
AEM 2.53 0.06 
a. PD_CI_UA = CI 
b. Dependent Variable: Peer-Intention 
Table 6.37: Estimates
a,b 
OEM_AEM Mean Std. Error 
OEM 3.24 0.06 
AEM 2.98 0.06 
a. PD_CI_UA = CI 
b. Dependent Variable: Peer-Intention 
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Table 6.38: Estimates of Fixed Effects
a,b
 
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 2.70 0.08 792.03 32.49 0.00 2.53 2.86 
OEM 0.17 0.06 584.80 2.61 0.01 0.04 0.30 
AEM 0
c
 0.00      
a. PD_CI_UA = CI 
b. Dependent Variable: Self-Intention  
c. This parameter is set to zero because it is redundant. 
 
Table 6.39: Estimates of Fixed Effects
a,b
 
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 3.08 0.08 800.84 36.80 0.00 2.91 3.24 
OEM 0.26 0.07 585.87 4.00 0.00 0.13 0.39 
AEM 0
c
 0.00      
a. PD_CI_UA = CI 
b. Dependent Variable: Peer-Intention 
c. This parameter is set to zero because it is redundant. 
The results in Tables 6.38 and 6.39 also indicate that participants‟ peer-intention regarding 
OEM scenarios was higher than that for AEM, in the context of both activities being carried 
out for purely personal benefit. Therefore, overall, Hypothesis H3b was strongly supported.  
Overall, similar to the PD cultural dimension, the participants in this study perceived peer-
intention as being stronger than self-intention in both OEM and AEM situations. Figure 6.11 
graphically depicts these trends.  
 
163 
Figure 6.11: Ethical Intention Responses to OEM and AEM activity in 
Collectivism/Individualism contexts 
  
UA scenarios (H3c) 
Hypothesis H3c tested whether participants‟ ethical intention regarding OEM and AEM 
activity changed in various UA scenarios. Hypothesis H3c states that: 
H3c: Accountants’ ethical intention to practice OEM is higher than for AEM in UA scenarios.  
For self-intention in UA scenarios, there was a statistically significant difference between 
OEM and AEM activities: F (1, 586) = 11.84, p < .001 as shown in Table 6.40. For peer-
intention, there was also a statistically significant difference between OEM and AEM 
scenarios: F(1, 585) = 8.15, p < .005. Tables 6.42 and 6.43 show the relevant means. 
Furthermore, these differences are also expressed in the estimates of fixed effects, as shown in 
Table 6.41. Accountants‟ self-ethical intention regarding OEM (M = 3.02) is higher than AEM 
(M = 2.77), with an estimate of fixed effects of .25, which represents an average increase in 
Low PD responses compared to High PD responses where t = 3.44, p < .001, and 95% CI for 
the difference being .11 to .40 (Table 6.44). Similar to self-intention, the estimates of fixed 
effects between OEM (M = 3.28) and AEM (M = 3.08) for peer-intention is .20, where             
t = 2.86, p < .005, with 95% confidence interval for the difference being .06 to .33 (Table 
6.45). This suggests that, for both self- and peer-intention, the probability that participants 
would undertake OEM is higher than the probability that they would perform AEM inventory. 
Hence, Hypothesis H3c was fully supported for UA scenarios. 
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Table 6.40: Type III Tests of Fixed Effects
a,b
 
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 588.13 2592.98 0.00 
OEM_AEM 1 586.20 11.84 0.00 
a. PD_CI_UA = UA  
b. Dependent Variable: Self-Intention 
 
 
Table 6.41: Type III Tests of Fixed Effects
a,b
 
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 587.58 3368.71 0.00 
OEM_AEM 1 585.06 8.15 0.00 
a. PD_CI_UA = UA  
b. Dependent Variable: Peer-Intention 
 
Table 6.42: Estimates
a,b 
 
OEM_AEM Mean Std. Error 
OEM 3.02 0.07 
AEM 2.77 0.07 
a. PD_CI_UA = UA 
b. Dependent Variable: Self-Intention 
 
Table 6.43: Estimates
a,b
 
OEM_AEM Mean Std. Error 
OEM 3.28 0.07 
AEM 3.08 0.07 
a. PD_CI_UA = UA 
b. Dependent Variable: Self-Intention 
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Table 6.44: Estimates of Fixed Effects
a,b
 
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 2.89 0.09 826.13 32.69 0.00 2.72 3.06 
OEM 0.25 0.07 586.20 3.44 0.00 0.11 0.40 
AEM 0
c
 0.00      
a. PD_CI_UA = UA 
b. Dependent Variable: Self-Intention  
c. This parameter is set to zero because it is redundant. 
 
Table 6.45: Estimates of Fixed Effects
a,b
 
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 3.23 0.08 816.41 38.05 0.00 3.07 3.40 
OEM 0.20 0.07 585.06 2.86 0.00 0.06 0.33 
AEM 0
c
 0.00      
a. PD_CI_UA = UA 
b. Dependent Variable: Peer-Intention 
c. This parameter is set to zero because it is redundant. 
The differences in means in responding to OEM and AEM activity are depicted graphically in 
Figure 6.12 below.  
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Figure 6.12: Ethical Intention response to OEM and AEM activity in Uncertainty 
Avoidance context 
  
In general, when comparing OEM and AEM activities, the overall means for OEM are higher 
than AEM in all cultural dimensions (PD, CI, UA), and these differences were significant. This 
suggests that the probability that accountants would conduct OEM is higher than the 
probability that they would conduct AEM, in terms of both self and peer-intention. In addition, 
it is interesting to note that, in all cases, participants judged the probability that their peers 
would conduct the action as being higher than the probability that they would themselves 
conduct the same action. 
The interaction graphs shown in Figures 6.13 and 6.14 suggest that participants perceived 
themselves and their peers as having quite similar tendencies regarding intention when 
practicing OEM and AEM activity (i.e. accountants have less intention to conduct AEM 
activities than OEM activities in all three cultural dimensions). This is in line with the analysis 
outlined above.  
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Figure 6.13: Self-Intention of OEM and AEM activity in different cultural dimensions 
context 
 
 
Figure 6.14 Peer-Intention of OEM and AEM activity in different cultural dimensions 
context 
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6.6 Effect of cultural dimensions on ethical awareness, ethical judgment, and ethical 
intention  
Unlike previous sections, which tested for the effects of EM severity on the three components 
of the ethical decision-making process, the following sections will explore the effects of 
culture on ethical awareness, ethical judgment, and ethical intention.  
Analysis was undertaken using three mixed-methods models on each component of the ethical 
decision making process: ethical awareness, ethical intention, and ethical judgment. As 
mentioned in Section 6.5, the two-way interaction effects between OEM_AEM and High_Low 
and three-way interaction effects OEM_AEM*PD_CI_UA*High_Low were not statistically 
significant. However, the main effects of EM type and the cultural dimension context for each 
of the cultural dimensions (PD, CI, UA) were statistically significant. Overall, the general view 
of participants was that the actions described in the scenarios were unethical across all cultural 
dimensions. Some scenarios were evaluated as being more unethical than others. In addition, 
participants were asked to provide explanations for why they believe the accountants‟ activity 
described in the scenario is ethical or unethical. Some of the participants‟ comments are also 
included in the following sections. More detailed analysis of the open-ended question is 
presented in Section 6.9 and Appendix 7 of this thesis.  
6.6.1 Effects of cultural dimensions (PD, CI, UA) on ethical awareness (Hypothesis 4) 
A mixed-methods model analysis was run to test the overall main effects and the two-way and 
three-way interaction effects responses of Vietnamese accountants' ethical awareness. The 
results, as shown in Table 6.46, reveal that there were statistically significant main effects for 
cultural dimensions on ethical awareness (Power Distance, Collectivism/Individualism, and 
Uncertainty Avoidance), F(2, 3515) = 92.47, p < .005. There were also statistically significant 
main effects for cultural dimension contexts on ethical awareness (High and Low levels of 
each dimension), F(1, 357) = 5.28, p < .001. These findings indicate that, overall, participants 
responded differently between different cultural dimensions and between High and Low levels 
of each cultural dimension. Furthermore, there were also statistically significant two-way 
interaction effects for cultural dimensions (PD, CI, UA) and cultural dimension contexts 
(High/Low): (F(2, 362) = 22.34, p < .001). However, the two-way interaction effects for EM 
type (OEM and AEM) and cultural dimension context (High /Low) are not significant,        
F(1, 3515) = .21, p > .05. Similarly, the three-way interaction effects for type of EM 
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(OEM/AEM), cultural dimension (PD_CI_UA), and cultural dimension context, were not 
statistically significant: F(2, 3515) = .99, p > .05; which results will be analysed further in 
Figure 6.18 at the end of this section.  
Table 6.46: Type III Tests of Fixed Effects
a 
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 5.72 5504.18 0.00 
Cultural dimensions (PD_CI_UA) 2 3515 92.47 0.00 
Cultural dimensions context (High_Low) 1 357 5.28 0.02 
OEM_AEM * High_Low 1 3515 0.21 0.64 
PD_CI_UA * High_Low 2 362 22.34 0.00 
OEM_AEM * PD_CI_UA * High_Low 2 3515 0.99 0.37 
a. Dependent Variable: Ethical Awareness  
Further analysis using mixed-methods models were run separately to test the main and the two-
way interaction effects of EM type (OEM, AEM) and cultural dimension context (High, Low) 
for PD, CI and UA. The mixed-methods models were fitted with the interaction of EM type 
and cultural dimension contexts (High and Low); however, the interaction effects were 
generally found not to be statistically significant (p > 0.05) for PD, CI and UA. The main 
effects models are reported together with the hypothesis analysis in the following sections.  
Power distance (H4a) 
Hypothesis H4a states:  
H4a. Accountants’ ethical awareness for High PD scenarios is higher than that for Low PD 
scenarios.  
The test of fixed effects from the mixed-methods models shows that, overall, accountants‟ 
ethical awareness in High PD contexts was statistically significant to that of the Low PD 
context, as shown in Table 6.47: F(1, 590) = 20.91, p < .001. Participants' ethical awareness in 
the Low PD context (M = 3.83) is significantly higher than that in the High PD context          
(M = 3.44), where t = 4.57, p < .000, with 95% confidence interval for the difference being .22 
and .56, as shown in Table 6.49, along with Table 6.48, which shows the means. This means 
that the mean distance for Low PD is larger than for High PD by 0.39; the lower bound for 
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Low PD is larger than High PD by 0.22, and upper bound for Low PD is larger than High PD 
by 0.56. 
 
Table 6.47: Type III Tests of Fixed Effectsa,b 
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 590.47 7202.72 0.00 
High_Low 1 590.47 20.91 0.00 
a. PD_CI_UA = PD  
b. Dependent Variable: Ethical Awareness 
 
 
Table 6.48: Estimates
a,b 
High_Low Mean Std. Error 
Low 3.83 0.06 
High 3.44 0.06 
a. PD_CI_UA = PD 
b. Dependent Variable: Ethical Awareness 
 
Table 6.49: Estimates of Fixed Effects
a,b 
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 3.11 0.07 886.40 45.49 0.00 2.97 3.24 
Low 0.39 0.09 590.47 4.57 0.00 0.22 0.56 
High 0
c 
0.00      
a. PD_CI_UA = PD  
b. Dependent Variable: Ethical Awareness 
c. This parameter is set to zero because it is redundant. 
Figure 6.15 shows that ethical awareness in the Low PD scenario is significantly higher than 
for the High PD scenario in both OEM and AEM. The hypothesis is therefore rejected. Further 
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clarification of these findings, as explained by one participant in the open-ended question (i.e. 
as to why ethical awareness score for High PD is not as high as Low PD) is that following the 
superior‟s orders at any cost is not appropriate, because the accountant needs to consider that 
the activity is in compliance with the accounting regualtions and in line with expected 
professional obligations. As one participant strongly emphasized, „An accountant in this 
situation should explain the accounting rules to the manager and analyse the potential risks in 
this particular case so that they can make an optimal decision‟. These comments confirm the 
statistical findings, that accountants should be aware of the situation and should not follow the 
manager‟s order.  
Figure 6.15: Ethical Awareness response to Power Distance Scenarios 
 
Collectivism/Individualism (H4b) 
Hypothesis H4b states:  
H4b: Accountants’ ethical awareness for High CI scenarios is higher than that for Low CI 
scenarios. 
The analysis of the mixed-methods models provide evidence of a statistically significant 
difference between High CI (Collectivism) and Low CI (Individualism) on ethical awareness, 
as shown in Table 6.50, F(1, 589) = 14.88, p < .001. Furthermore, the results of the estimates 
of fixed effects show a significant negative linear relationship between Individualism (Low CI: 
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M = 2.71) and Collectivism (High CI: M = 3.08), with the estimated fixed effects being -.36, 
where t = -3.86, p < .001, with 95% confidence interval for the difference being -.55 to -.18 
lower, as reported in Table 6.52. These results indicate that accountants‟ ethical awareness is 
higher when conducting EM where they perceive that it is for the benefit of the whole 
organisation than when they perceive that it is conducting EM for his or her personal benefit. 
Table 6.50: Type III Tests of Fixed Effects
a,b
 
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 588.89 3771.33 0.00 
High_Low 1 588.89 14.88 0.00 
a. PD_CI_UA = CI  
b. Dependent Variable: Ethical Awareness 
 
Table 6.51: Estimates
a,b 
High_Low Mean Std. Error 
Low 2.71 0.07 
High 3.07 0.07 
a. PD_CI_UA = CI 
b. Dependent Variable: Ethical Awareness 
 
Table 6.52: Estimates of Fixed Effects
a,b
 
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 2.99 0.07 797.92 41.30 0.00 2.85 3.14 
Low -0.36 0.09 588.89 -3.86 0.00 -0.55 -0.18 
High 0
c
 0.00      
a. PD_CI_UA = CI  
b. Dependent Variable: Ethical Awareness 
c. This parameter is set to zero because it is redundant. 
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Figure 6.16 shows the differences in ethical awareness responses to CI scenarios: the mean for 
High CI is higher than the mean for Low CI in both OEM and AEM activities, as shown in 
Table 6.51. This shows that participants believed that the ethical issues in the Low CI situation 
are worse than in the High CI scenario. These findings above support hypothesis H4b. 
Figure 6.16 Ethical Awareness Responses to Collectivism/Individualism Scenarios 
 
Uncertainty avoidance (H4c) 
Hypothesis H4c states that:  
H4c: Accountants’ ethical awareness for High UA scenarios is higher than that for Low UA 
scenarios.  
The tests of fixed effects in the mixed-methods model yielded no significant difference in 
accountants‟ ethical awareness responses between High UA and Low UA, as shown in Table 
6.53, F(1, 589) = 3.75, p = .05. 
Similarly, estimates of fixed effects show no statistically significant difference in ethical 
awareness when responding to High UA (M=3.23) and Low UA (M = 3.03): t = -1.94, p = .05, 
with 95% confidence interval for the difference being -.39 and .00, as depicted in Table 6.55. 
Table 6.54 also shows the relevant means. This result suggests that, while the level of ethical 
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awareness in Low UA contexts is lower than that for the High UA context (with the estimated 
fixed effects being -.19), this difference is not statistically significant.  
Table 6.53: Type III Tests of Fixed Effects
a,b
 
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 589.00 3873.80 0.00 
High_Low 1 588.99 3.75 0.05 
a. PD_CI_UA = UA  
b. Dependent Variable: Ethical Awareness 
 
Table 6.54: Estimates
a,b 
High_Low Mean Std. Error 
Low 3.03 0.07 
High 3.23 0.07 
a. PD_CI_UA = UA 
b. Dependent Variable: Ethical Awareness 
 
Table 6.55: Estimates of Fixed Effects
a,b
 
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 3.13 0.08 814.22 40.15 0.00 2.97 3.28 
Low -0.19 0.10 588.99 -1.94 0.05 -0.39 0.00 
High 0
c
 0.00      
a. PD_CI_UA = UA  
b. Dependent Variable: Ethical Awareness 
c. This parameter is set to zero because it is redundant. 
 
175 
Figure 6.17 shows the means plot of High UA versus Low UA in both OEM and AEM 
activities. Given that the difference between the responses for High UA and Low UA is not 
significant, Hypothesis H4c is rejected. 
Figure 6.17: Ethical Awareness Response to Uncertainty Avoidance Scenarios 
 
Overall, the participants‟ attitude towards ethical awareness changed with different EM 
scenarios in accordance with changes to the cultural dimension context. While H4b was 
strongly supported, Hypotheses H4a and H4c were rejected. Although both H4a and H4c were 
rejected, H4a showed that the means of High PD and Low PD were statistically significant in 
the opposite direction to that predicted in Hypothesis H4a. This result might indicate that 
accountants recognize that it would be more ethical when they can be involved in decision 
making rather than obey their superiors without any other consideration. H4c showed that the 
difference in mean between High UA and Low UA was in the same direction as the 
Hypothesis; nonetheless, the difference was not statistically significant. The results imply that, 
although it is not statistically significant, accountants do prefer to follow the accounting 
standards rather than make risky decisions. In addition, participants appeared to show the most 
concern regarding EM practiced for personal benefits, evidenced by the means of participants‟ 
responses for Low CI, which were the lowest compared to all other scenarios.  
The means of ethical awareness for participants were different between High and Low contexts 
within each PD, CI and UA scenario, as illustrated in Figure 6.18. The levels of ethical 
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awareness in PD scenarios were the highest, followed by UA scenarios; while CI scenarios had 
the lowest ethical awareness level. However, accountants believed that the Low PD scenario 
was more acceptable than the High PD scenario, whereas the High CI and High UA scenarios 
were more acceptable than the Low CI and Low UA scenarios, respectively. This was 
confirmed for the significant difference in the mixed model for two-way interaction effects, 
shown in Table 6.46. As shown in Figure 6.18, there were statistically significant differences 
in the two-way interaction effects for cultural dimensions (PD, CI, UA) and cultural dimension 
contexts (High, Low). However, these patterns were not statistically significant for OEM and 
AEM (i.e. the pattern of the lines is generally the same for OEM and AEM activities). 
Therefore, we do not have a three-way interaction of EM type (OEM_AEM) and cultural 
dimension (PD_CI_UA) as well as cultural dimension context (High_Low). These results are 
also detailed in Table 6.46.  
Figure 6.18: Ethical Awareness for Different Cultural Dimensions and Earnings 
Management Activity 
 
The AEM activity graphs show that accountants believed that the severity of ethical issues in 
the High PD scenario was almost the same as in the High UA scenario in AEM activities.  
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6.6.2 Effects of cultural dimensions (PD, CI, UA) on ethical judgment (Hypothesis 5) 
A mixed-methods model analysis was used to test the main and interaction effects of cultural 
dimension, EM type and High/Low level, in response to accountants‟ ethical judgment.  
The results, as reported in Table 6.56, reveal that there were statistically significant main 
effects in ethical judgment between different cultural dimensions: F(2, 3445) = 58,88, p< .001. 
However, unlike ethical awareness, the main effects of High and Low scenarios on ethical 
judgment were overall not statistically significant: F(1, 357) = 2.18, p = .14. These findings 
indicate that participants responded differently between different cultural dimensions, but not 
between High and Low levels of all cultural dimensions. However, the main effects of cultural 
dimension context (High/Low) are discussed further below, with the respect to each cultural 
dimension (PD, CI, UA), and whether there were statistically significant differences in each 
cultural dimension.  
The two-way interaction effects between cultural dimensions (PD, CI, UA) and cultural 
dimension context (High/Low) were found to be statistically significant, (F(2, 331) = 23.95, 
p< .001). However, the two-way interaction effects were not significant for EM type and 
cultural dimension context: F(1, 3445) = .40, p = .53. Similarly, three-way interaction effects 
between EM type, cultural dimension and cultural dimension context were not statistically 
significant (F(2, 3445) = 2.486, p = .083). This result will be covered in more detail in the 
summary at the end of this section.  
Table 6.56: Type III Tests of Fixed Effects
a 
Source 
Numerator 
 df 
Denominator  
df F Sig. 
Intercept 1 6.18 4129.40 0.00 
Cultural dimensions (PD_CI_UA) 2 3445.14 58.88 0.00 
Cultural dimensions context (High_Low) 1 317.13 2.18 0.14 
OEM_AEM * High_Low 1 3445.03 0.40 0.53 
PD_CI_UA * High_Low 2 330.98 23.95 0.00 
OEM_AEM * PD_CI_UA * High_Low 2 3445.05 2.49 0.08 
a. Dependent Variable: Ethical Judgment 
 
Further mixed-methods model analyses were run separately to test the main and interaction 
effects of EM type and cultural dimension context for each PD, CI and UA individually. 
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Mixed-methods models were fitted with the interaction EM type and cultural dimension 
context (High and Low); however, the interaction effects between EM type and cultural 
dimension context (High_Low) were found not to be statistically significant (p > 0.05) for all 
PD, CI and UA scenarios. The main effects in cultural dimension context (High, Low) are 
reported together with the hypothesis analysis for each cultural dimension (PD, CI, UA) in the 
following sections. 
Power distance (H5a) 
Hypothesis H5a states that: 
H5a. Accountants perceive EM activity in High PD scenarios as being less unethical than in 
Low PD scenarios.  
Tests of fixed effects, as depicted in Table 6.57, reveal that there was a statistically significant 
difference, F(1, 587) = 31.67, p < .001, between High PD and Low PD situations in reference 
to their ethical judgment score, which suggests that participants evaluated the High PD 
scenario as being more unethical than the Low PD scenario. Furthermore, to explain the reason 
why the accountants‟ activity in High PD scenarios is unethical, when answering the open-
ended question, one participant argued that the accountant blindly follows the request from 
his/her superior (High PD). In turn, this would lead to the financial statements not truly and 
fairly reflecting the company financial position and therefore would be considered unethical. 
Other participants suggested that the accountant in the scenario should consider the importance 
of accounting treatment and apply regulations as a guide. He/she should also evaluate whether 
the superior‟s request is right or wrong before conducting the activity. These comments 
somewhat explain why the sign of the coefficient in hypothesis H5a is in the opposite direction 
to that expected.  
Table 6.57: Type III Tests of Fixed Effects
a,b
 
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 587.12 4463.72 0.00 
High_Low 1 587.13 31.67 0.00 
a. PD_CI_UA = PD  
b. Dependent Variable: Ethical Judgment 
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Table 6.58: Estimates
a,b 
High_Low Mean Std. Error 
Low 3.59 0.07 
High 3.04 0.07 
a. PD_CI_UA = PD 
b. Dependent Variable: Ethical Judgment 
 
Table 6.59: Estimates of Fixed Effects
a,b
 
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 2.65 0.08 884.78 33.39 0.00 2.50 2.81 
Low 0.56 0.10 587.13 5.63 0.00 0.36 0.75 
High 0
c
 0.00      
a. PD_CI_UA = PD  
b. Dependent Variable: Ethical Judgment  
c. This parameter is set to zero because it is redundant. 
The findings from estimates of fixed effects, as shown in Table 6.59, and the means shown in 
Table 6.58, once again confirm that there is a significant positive linear relationship between 
Low PD (M=3.59) and High PD (M=3.04), the estimated fixed effects being .56. This 
represents the average increase in Low PD responses compared to High PD responses, where t 
= 5.63, p < .001. There is a 95% CI for the difference being .36 and .75 higher.  
Figure 6.19 below shows the mean plot of High PD and Low PD for both OEM and AEM 
activities. This is consistent with the findings for ethical awareness, analysed above, and 
Hypothesis H5a was therefore also rejected (i.e. participants perceive EM activity in a High 
PD scenarios as being more unethical than in Low PD scenarios).  
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Figure 6.19: Ethical Judgment Response to Power Distance Scenarios
 
Collectivism/Individualism (H5b) 
Hypothesis H5b states that:  
H5b. Accountants perceive EM activity in High CI scenarios as being less unethical than in 
Low CI scenarios.  
Table 6.60 reveals that the difference in ethical judgment score was statistically significant 
between High and Low CI scenarios, F(1, 585) = 19.61, p < .001.  
In contrast to PD scenarios, participants‟ ethical judgment in High CI scenarios (M=2.86) is 
higher than in Low CI scenarios (M = 2.41). Table 6.61 shows the relevant means. The 
estimate of fixed effects is -.46, which represents an average decrease in Low PD responses 
compared to High PD responses, where t = -4.43, p < .001, with 95% confidence interval for 
the difference being -.66 to -.25, as reported in Table 6.62. This shows that the accountants 
perceived that conducting EM where they perceive that all staff in an organisation benefit 
(High CI) is less unethical than when conducting it for personal benefits (Low CI). When 
arguing that conducting EM for the benefits of other staff in organization (High CI) is ethical, 
one participant revealed that, „The accountant‟s action was only trying to achieve the 
company‟s targeted revenue. By conducting the activity, it also benefits all employees which 
means that he/she has achieved what the company needs‟. In contrast, others viewed EM in the 
Low CI scenario as unacceptable, stating that „the accountant should not act in self-interest‟, or  
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„The accountant in the scenarios acted for her own benefits and did not take the company‟s risk 
into account, which is unacceptable‟. 
Table 6.60: Type III Tests of Fixed Effects
a,b
 
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 585.31 2598.83 0.00 
High_Low 1 585.30 19.61 0.00 
a. PD_CI_UA = CI  
b. Dependent Variable: Ethical Judgment 
Table 6.61: Estimates
a,b 
High_Low Mean Std. Error 
Low 2.41 0.07 
High 2.86 0.07 
a. PD_CI_UA = CI 
b. Dependent Variable: Ethical Judgment 
 
Table 6.62: Estimates of Fixed Effects
a,b
 
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 2.75 0.08 807.09 34.31 0.00 2.59 2.90 
Low -0.46 0.10 585.30 -4.43 0.00 -0.66 -0.25 
High 0
c
 0.00      
a. PD_CI_UA = CI  
b. Dependent Variable: Ethical Judgment  
c. This parameter is set to zero because it is redundant. 
The results in Table 6.62 support Hypothesis H5b. Figure 6.20 shows these differences in 
ethical judgment responses toward different CI scenarios. 
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Figure 6.20: Ethical Judgment Response to Collectivism/Individualism Scenarios 
 
Uncertainty avoidance (H5c) 
Hypothesis H5c states that:  
H5c. Accountants perceive EM activity in High UA scenarios as being less unethical than in 
Low UA scenarios.  
Table 6.63 shows significant differences in accountants‟ ethical judgment score between High 
UA (M = 3.13) and Low UA (M = 2.89): F(1, 586) = 4.73, p < .05. Table 6.64 shows the 
relevant mean. In addition, the estimates of fixed effects is -.24, which represents an average 
decrease in Low PD responses compared to High PD responses, where t = -2.18, p < .001, with 
95% confidence interval for the difference being -.46 to -.02, as shown in Table 6.65. This 
result indicates that, overall, participants evaluated High UA as being less unethical than Low 
UA. Hypothesis H5c was therefore supported.  
Further to the above findings that Low UA is not as ethical as High UA, for the open-ended 
question, one participant emphasized that the accountants described in the scenario should not 
make the decision, because the accountant in the scenario is a risk-taker and careless in 
decision making. He/she should be the most cautious person in the company. In addition, 
another participant stressed that, „The accountant should make a decision based on the 
accounting standards and regulations rather than subjective feelings and assumptions that the 
situation is in accordance with the rules and accounting standards‟.  
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Table 6.63: Type III Tests of Fixed Effects
a,b
 
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 585.56 2902.53 0.00 
High_Low 1 585.56 4.73 0.03 
a. PD_CI_UA = UA  
b. Dependent Variable: Ethical Judgment 
 
 
Table 6.64: Estimates
a,b 
High_Low Mean Std. Error 
Low 2.89 0.08 
High 3.13 0.08 
a. PD_CI_UA = UA 
b. Dependent Variable: Ethical Judgment 
 
Table 6.65: Estimates of Fixed Effects
a,b
 
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 2.98 0.09 810.37 34.42 0.00 2.81 3.15 
Low -0.24 0.11 585.56 -2.18 0.03 -0.46 -0.02 
High 0
c
 0.00      
a. PD_CI_UA = UA  
b. Dependent Variable: Ethical Judgment  
c. This parameter is set to zero because it is redundant. 
Figure 6.21 represents the main effects between High and Low UA for both OEM and AEM 
activities.  
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Figure 6.21: Ethical Judgment Responses to Uncertainty Avoidance Scenarios 
 
The above analysis shows that, overall, the level of accountants‟ ethical judgment varied 
between different cultural dimension contexts (High/Low) across all EM activities.  
Overall, accountants judged the level of ethics in EM situations differently depending on the 
cultural dimension. This is illustrated in Figure 6.22: participants judged Low PD scenarios as 
less unethical than High PD scenarios, which once again rejects hypothesis H5a. Hypotheses 
H5b and H5c were supported, because participants judged High CI and High UA as being less 
unethical than Low CI and Low UA in both OEM and AEM activities. This further confirms 
the results that indicate strong two-way interaction effects between cultural dimension (PD, CI, 
UA) and cultural dimension context (High, Low), as shown in Table 6.56 section 6.6.2 above. 
However, similar to ethical awareness, there were no statistically significant differences in 
three-way interaction effects between EM type (OEM, AEM) and cultural dimension (PD, CI, 
UA), and cultural dimension context (High, Low). The pattern of the lines is roughly the same 
for OEM and AEM activities for the two-way interactions, and therefore there is no three-way 
interaction of OEM_AEM and PD_CI_UA and High_Low. These results are also depicted in 
Table 6.56, section 6.6.2 above.    
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Figure 6.22: Ethical judgment for different cultural dimensions and earnings 
management activities 
 
6.6.3 Effects of cultural dimensions (PD, CI, UA) on ethical intention (Hypothesis 6) 
A mixed-methods model was used to test the main and interactions effects. Tables 6.66 and 
6.67 reveal that there were statistically significant differences in main effects in ethical 
judgment between different cultural dimensions for self-intention: F(2, 3502) = 65.58,             
p < .001, and for peer-intention: F(2, 3493) = 74.79, p < .001. As in the case of ethical 
judgment, for accountants‟ self-intention, the main effects of High and Low scenarios were not 
statistically significant, F(1, 84) = .77, p = .38. The main effects were tested further to explore 
whether there were statistically significant differences between each cultural dimension. There 
were statistically significant main effects for High and Low scenarios for peer-intention, F(1, 
151) = 4.14, p < .05. The two-way interaction effects between cultural dimension and cultural 
dimension context were also statistically significant (self-intention: F(2, 85) = 20.15, p < .001; 
peer-intention: F(2, 154) = 9.47, p < .001)). However, the two-way interaction effects were not 
found to be significant for EM type and cultural dimension context (self-intention: F(1, 3502) 
= .08, p = .78; peer-intention: F(1, 3493) = .14, p = .71)). Similarly, three-way interaction 
effects between EM type, cultural dimension, and cultural dimension context, were not 
statistically significant (self-intention: F(2, 3502) = 1.33, p = .27; peer-intention: F(2, 3493) = 
.32, p = .73)). These findings will be discussed further in the conclusion at the end of this 
section.  
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Table 6.66: Type III Tests of Fixed Effects
a,b – Self-intention 
Source 
Numerator 
 df 
Denominator  
df F Sig. 
Intercept 1 5.00 7704.29 0.00 
Cultural dimensions (PD_CI_UA) 2 3502.17 65.58 0.00 
Cultural dimensions context (High_Low) 1 84.14 0.77 0.38 
OEM_AEM * High_Low 1 3502.24 0.08 0.78 
PD_CI_UA * High_Low 2 84.92 20.15 0.00 
OEM_AEM * PD_CI_UA * High_Low 2 3502.25 1.33 0.27 
a. Dependent Variable: Self-Intention  
Table 6.67: Type III Tests of Fixed Effects
 a,b
 – Peer-intention  
Source 
Numerator 
 df 
Denominator  
df F Sig. 
Intercept 1 5.76 7994.84 0.00 
Cultural dimensions (PD_CI_UA) 2 3492.94 74.97 0.00 
Cultural dimensions context (High_Low) 1 151.28 4.14 0.04 
OEM_AEM * High_Low 1 3492.91 0.14 0.71 
PD_CI_UA * High_Low 2 153.60 9.47 0.00 
OEM_AEM * PD_CI_UA * High_Low 2 3492.91 0.32 0.73 
a. Dependent Variable: Peer Intention  
Further mixed-methods model analyses were run separately to test for main and interaction 
effects of accountants‟ ethical intention on EM type and cultural dimension context, for PD, CI 
and UA individually. Similar to ethical awareness and ethical judgment, mixed-methods 
models were fitted with the interaction of EM type with High and Low contexts; however, the 
interaction effects were not found to be statistically significant (p > 0.05) for all PD, CI and 
UA scenarios. The main-effects models are explained, together with hypothesis analysis for 
each cultural dimension, below.  
Power distance (H6a) 
Hypothesis H6a states that:  
H6a. Accountants’ ethical intention to practice EM in High PD scenarios is higher than in 
Low PD scenarios.  
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The results of tests of fixed effects, as shown in Tables 6.68 and 6.69, reveal a statistically 
significant difference between High PD and Low PD on self-intention score, F(1, 590) = 
19.17, p < .001 and peer-intention, F(1, 587) = 5.24, p  < .05.  
Table 6.68: Type III Tests of Fixed Effects
a,b
- Self-Intention  
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 590.24 3884.10 0.00 
High_Low 1 590.24 19.17 0.00 
a. PD_CI_UA = PD  
b. Dependent Variable: Self-Intention 
 
Table 6.69: Type III Tests of Fixed Effects
a,b
- Peer-Intention  
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 587.31 5809.44 0.00 
High_Low 1 587.31 5.24 0.02 
a. PD_CI_UA = PD  
b. Dependent Variable: Peer-Intention  
Tables 6.70 and 6.71 show the relevant means. Tables 6.72 and 6.73 show these differences 
expressed in the estimates of fixed effects. Accountants‟ self-ethical intention in Low PD 
contexts (M = 3.60) is higher than in High PD (M = 3.12), and the estimates of fixed effects is 
.47, which represents the average increase in Low PD responses compared to High PD 
responses, where t = 4.38, p < .001, with 95% confidence interval for the difference being .26 
to .68. Similar to self-intention, peer-intention showed Low PD (M = 3.93) results that were 
higher than those for High PD (M = 3.70). The estimates of fixed effects for peer-intention is 
.23, where t = -2.29, p < .001, with 95% confidence interval for the difference being .03 to .43. 
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Table 6.70: Estimates
a,b
 - Self-intention
 
High_Low Mean Std. Error 
Low 3.60 0.08 
High 3.12 0.08 
a. PD_CI_UA = PD 
b. Dependent Variable: Self- Intention 
 
Table 6.71: Estimates
a,b
 - Peer-intention 
High_Low Mean Std. Error 
Low 3.93 0.07 
High 3.70 0.07 
a. PD_CI_UA = PD 
b. Dependent Variable: Peer- Intention 
 
Table 6.72: Estimates of Fixed Effects
a,b 
- Self-intention
 
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 2.79 0.09 885.24 32.49 0.00 2.62 2.96 
Low 0.47 0.11 590.24 4.38 0.00 0.26 0.68 
High 0
c
 0.00      
a. PD_CI_UA = PD  
b. Dependent Variable: Self-Intention  
c. This parameter is set to zero because it is redundant. 
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Table 6.73: Estimates of Fixed Effects
a,b 
- Peer-intention 
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 3.35 0.08 881.10 42.06 0.00 3.20 3.51 
Low 0.29 0.10 587.31 2.29 0.02 0.03 0.43 
High 0
c
 0.00      
a. PD_CI_UA = PD 
b. Dependent Variable: Peer-Intention 
c. This parameter is set to zero because it is redundant. 
The results show that, for both OEM and AEM activity, there was a statistically significant 
difference between the situation where the accountant strictly followed the managers‟ orders 
(High PD) compared to where the accountant was actually involved in decision-making (Low 
PD). However, the responses were in the opposite direction to that hypothesised (i.e. mean for 
Low PD is higher than High PD for both Self-intention (Self intention: High PD = 3.12; Low 
PD = 3.6); and Peer-intention (High PD = 3.70; Low PD = 3.93)). Therefore, Hypothesis H6a 
was rejected.  
Furthermore, in the open-ended question, one participant stated that, „I will never conduct a 
similar activity as described. If the manager puts pressure on me, I will move to another job‟. 
Another participant also stated that, „The accountant must know to protect his/her own idea 
instead of following the manager‟s order‟.  
Interestingly, the accountants rated the probability of their peers undertaking EM action to be 
higher than the probability that they themselves would undertake the same action in both High 
and Low PD contexts. The means profile of ethical intention is shown in Figure 6.23. 
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Figure 6.23: Ethical Intention response to Power Distance Scenarios 
  
Collectivism/Individualism (H6b) 
Hypothesis H6b states that: 
H6b. Accountants’ ethical intention to practice EM in High CI scenarios is higher than in Low 
CI scenarios.  
The self-intention score was significantly different between High CI scenarios and Low CI 
scenarios: (for self-intention: F(1, 588) = 9.38, p < .001). However, the peer-intention score 
did not show a statistically significant difference: F(1, 591) = 3.48, p = .63.  
 
Table 6.74: Type III Tests of Fixed Effects
a,b
 - Self-Intention 
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 587.15 2343.98 0.00 
High_Low 1 587.14 9.38 0.00 
a. PD_CI_UA = CI  
b. Dependent Variable: Self-Intention 
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Table 6.75: Type III Tests of Fixed Effects
a,b 
- Peer-Intention 
 
a. PD_CI_UA = CI  
b. Dependent Variable: Peer-Intention 
Estimates of fixed effects also showed a significantly negative linear relationship in self-
intention between Low CI (M = 2.45) and High CI (M = 2.78) responses, t = -3.06, p < .005, 
with 95% confidence interval for the difference being -.54 to -.12, with the estimated fixed 
effects being -.33, as shown in Table 6.78, together with Table 6.76, which shows the mean. In 
contrast, peer-intention responses had no significant relationship, with estimates fixed effects 
of -.20, which represents the average decrease in Low CI (M = 3.00) responses compared to 
High CI (M = 3.21) responses, where t = -1.87, p =.06, and there is 95% CI for the difference 
being -.42 to .01 lower, as depicted in Table 6.79, together with Table 6.77, which shows the 
means.  
The mean for High CI was higher than the mean for Low CI across both types of EM for both 
self-intention and peer-intention. This suggests that participants predicted that the chance that 
they and their peers would conduct EM for the benefit of all staff in the organisation was 
higher than the chance that they would do it for their personal benefit. However, the mean 
scores also showed that accountants rated the probability of their peers performing EM as 
being higher than the probability that they would do it themselves.  
Table 6.76: Estimates
a,b 
- Self-Intention 
High_Low Mean Std. Error 
Low 2.45 0.08 
High 2.78 0.08 
a. PD_CI_UA = CI 
b. Dependent Variable: Self-Intention 
 
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 590.96 3277.39 0.00 
High_Low 1 590.95 3.48 0.06 
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Table 6.77: Estimates
a,b 
- Peer-Intention 
High_Low Mean Std. Error 
Low 3.01 0.08 
High 3.21 0.08 
a. PD_CI_UA = CI 
b. Dependent Variable: Peer-Intention 
 
Table 6.78: Estimates of Fixed Effects
a,b 
- Self-Intention 
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 2.70 0.08 792.03 32.49 0.00 2.53 2.86 
Low -0.33 0.11 587.14 -3.06 0.00 -0.54 -0.12 
High 0
c
 0.00      
a. PD_CI_UA = CI  
b. Dependent Variable: Self-Intention  
c. This parameter is set to zero because it is redundant. 
 
Table 6.79: Estimates of Fixed Effects
a,b 
- Peer-Intention 
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 3.08 0.08 800.84 36.80 0.00 2.91 3.24 
Low -0.20 0.11 590.95 -1.87 0.06 -0.42 0.01 
High 0
c
 0.00      
a. PD_CI_UA = CI 
b. Dependent Variable: Peer-Intention 
c. This parameter is set to zero because it is redundant. 
Further to the findings above, these results also indicate that participants, on average, do not 
appear to have any a clear intention to practice EM when it is for their own benefit. However, 
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when it comes to predicting their peers‟ intention, it doesn‟t appear to matter whether the 
action would benefit the individual or the organisation as a whole. In support of these findings, 
one participant strongly argued that, „The accountant in the scenario views personal benefit as 
motivation to do the job. I, myself, do not like it and have never done it in my life. But one of 
my colleagues has done it‟.  
Figure 6.24 below graphically illustrates the difference in means of ethical intention score for 
both OEM and AEM activity.    
Figure 6.24 Ethical Intention Responses to Collectivism/Individualism Scenarios 
  
Combining all findings, it can be concluded that H6b is partly supported, because it was 
strongly supported for self-intention but not supported for peer-intention.  
Uncertainty avoidance (H6c) 
Hypothesis H6c states that: 
H6c. Accountants’ ethical intention to practice EM in High UA scenarios is higher than in 
Low UA scenarios.  
Tables 6.80 and 6.81 reveal that there was a statistically significant difference in ethical 
intention score between High and Low scenarios, (self-intention: F(1, 588) = 4.72, p < .05; 
peer-intention: F(1, 588) = 7.85, p < .05).  
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Table 6.80: Type III Tests of Fixed Effects
a,b 
- Self-Intention 
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 588.13 2592.98 0.00 
High_Low 1 588.12 4.72 0.03 
a. PD_CI_UA = UA  
b. Dependent Variable: Self-Intention 
Table 6.81: Type III Tests of Fixed Effects
a,b 
- Peer-Intention 
Source Numerator 
df 
Denominator 
df 
F Sig. 
Intercept 1 587.58 3368.71 0.00 
High_Low 1 587.58 7.85 0.01 
a. PD_CI_UA = UA  
b. Dependent Variable: Peer-Intention 
 
Tables 6.82 and 6.83 show the relevant mean and the estimates of fixed effects shown in 
Tables 6.84 and 6.85. Once again, these confirm the findings listed above. In self-intention, the 
average was lower in the responses for Low UA (M = 2.77) scenarios compared to High-UA 
(M = 3.02) scenarios, at -. 25. This estimated difference is significant, where t = -2.17, p < .05, 
thus a confidence level of 95% that responses to the Low UA scenarios are -.47 to -.02 lower 
compared to the High UA scenario. For peer-intention, the estimate was -.31, where t = -2.80, 
p < .05, with 95% confidence that responses to Low UA (M = 3.03) scenario are .09 to .52 
lower compared to High UA (M = 3.33) scenarios. These findings support H6c. These results 
are further supported by the participants‟ responses to open-ended question: that the accountant 
should not make a fast decisions and act on instinct. Other comments included the following, 
that „it is unlikely the accountant will make a quick decision as described‟. These comments 
show that participants do not prefer to make quick and risky decisions, as described in the Low 
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UA scenario. In other words, their preference is to follow High UA situations rather than Low 
UA situations. 
 
Table 6.82: Estimates
a,b 
- Self-Intention 
High_Low Mean Std. Error 
Low 2.77 0.08 
High 3.02 0.08 
a. PD_CI_UA = UA 
b. Dependent Variable: Self-Intention 
 
Table 6.83: Estimates
a,b 
- Peer-Intention 
High_Low Mean Std. Error 
Low 3.03 0.08 
High 3.33 0.08 
a. PD_CI_UA = UA 
b. Dependent Variable: Peer-Intention 
 
Table 6.84: Estimates of Fixed Effects
a,b 
- Self-Intention 
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 2.89 0.09 826.13 32.69 0.00 2.72 3.06 
Low -0.25 0.11 588.12 -2.17 0.03 -0.47 -0.02 
High 0
c
 0.00      
a. PD_CI_UA = UA 
b. Dependent Variable: Self-Intention  
c. This parameter is set to zero because it is redundant. 
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Table 6.85: Estimates of Fixed Effects
a,b 
- Peer-Intention 
Parameter Estimate 
Std. 
Error 
df t Sig. 
95% Confidence 
Interval 
Lower 
Bound 
Upper 
Bound 
Intercept 3.23 0.08 816.41 38.05 0.00 3.07 3.40 
Low -0.31 0.11 587.58 -2.80 0.01 -0.52 -0.09 
High 0
c
 0.00      
a. PD_CI_UA = UA 
b. Dependent Variable: Peer-Intention  
c. This parameter is set to zero because it is redundant. 
As described in Table 6.83, the means of the High UA scenario are higher compared to the 
Low UA scenario, both for accountants themselves and for their peers. These findings indicate 
that accountants still prefer certainty when performing tasks, by following accounting 
standards, and that they tend to favour avoidance of risk taking. In addition, the results show 
that differences in accountants‟ responses between High and Low scenarios were greater for 
self-intention compared to those for peer-intention. Figure 6.25 depicts these differences, and 
demonstrates that the peer-intention for similar actions, as described in the scenario (i.e. 
temporarily writing-off inventory), was higher when accountants thought it did not violate 
accounting standards, as opposed to when accountants were taking risks in their decision-
making. 
Figure 6.25: Ethical Intention Responses to Uncertainty Avoidance Scenarios 
  
Overall, the results reveal that the accountants‟ intention of practicing EM in different 
scenarios (PD, CI, UA) were not the same across all EM activities. Specifically, High CI and 
High UA have higher means than Low CI and Low UA across both OEM and AEM. However, 
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High PD has lower means than Low PD, which contradicts the stated hypothesis H6a. This is 
similar to the ethical judgment analysis in the preceding section. Therefore, it is concluded 
that, in an EM context, accountants would rather be involved in decision making than 
conducting EM on the basis of a superior‟s order. 
Similar to ethical awareness and ethical judgment, in self-intention contexts, the probability 
that accountants would conduct both OEM and AEM activities was highest with PD scenarios, 
followed by UA, with CI scenarios having the lowest probability. However, accountants 
predicted that the probability of conducting the same action in the Low PD scenario was higher 
than the action described in the High PD scenario. This finding rejects H6a. In CI situations, 
self-intention results supported H6b, but peer-intention results did not. The tendencies 
observed in PD contexts were opposite from UA, in which the High UA situations had a higher 
probability of action than the Low UA situations in self-intention. This result, therefore, 
supports H6c. In addition, these results support the findings from Tables 6.66 and 6.67, 
indicating that there were two-way interaction effects between cultural dimension 
(PD_CI_UA) and cultural dimension context (High_Low). However, three-way interaction 
effects, for EM type (OEM_AEM), cultural dimension (PD_CI_UA), and cultural dimension 
context (High/Low), were not significant. Figures 6.26 and 6.27 illustrate the findings 
discussed above.  
Figure 6.26: Ethical Self-Intention in different cultural dimensions and earnings 
management activities 
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Figure 6.27: Peer-Intention in different cultural dimensions and earnings management 
activity 
 
6.7 Summary of hypothesis testing 
A summary of the hypotheses testing is given in Table 6.86. 
Table 6.86: Summary of hypotheses test results 
Hypothesis Findings 
H1a. Accountants’ ethical awareness of OEM activity is 
higher than that of AEM activity in PD scenarios. 
Fully Supported 
H1b. Accountants’ ethical awareness of OEM activity is 
higher than that of AEM activity in CI scenarios. 
Fully Supported 
H1c. Accountants’ ethical awareness of OEM activity is 
higher than that of AEM activity in UA scenarios. 
Fully  Supported 
H2a. Accountants perceive OEM activity as being less 
unethical than AEM activity in PD scenarios.  
Fully Supported 
H2b. Accountants perceive OEM activity as being less 
unethical than AEM activity in CI scenarios.  
Fully Supported 
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H2c. Accountants perceive OEM activity as being less 
unethical than AEM activity in UA scenarios.  
Fully Supported 
H3a. Accountants’ ethical intention to practice OEM is 
higher than for AEM in PD scenarios.  
Fully Supported 
H3b. Accountants’ ethical intention to practice OEM is 
higher than for AEM in CI scenarios.  
Fully Supported 
H3c. Accountants’ ethical intention to practice OEM is 
higher than for AEM in UA scenarios.  
Fully Supported 
   
Table 6.86: Summary of hypotheses test results (continue) 
H4a. Accountants’ ethical awareness for High PD scenarios 
is higher than that for Low PD scenarios.  
Not Supported 
H4b. Accountants’ ethical awareness for High CI scenarios is 
higher than that for Low CI scenarios. 
Fully Supported 
H4c. Accountants’ ethical awareness for High UA scenarios 
is higher than that for Low UA scenarios. 
Not Supported 
H5a. Accountants perceive EM activity in High PD scenarios 
as being less unethical than in Low PD scenarios.  
Not Supported 
H5b. Accountants perceive EM activity in High CI scenarios 
as being less unethical than in Low CI scenarios. 
Fully Supported 
H5c. Accountants perceive EM activity in High UA scenarios 
as being less unethical than in Low UA scenarios.  
Fully Supported 
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H6a. Accountants’ ethical intention to practice EM in High 
PD scenarios is higher than in Low PD scenarios.  Not Supported 
H6b. Accountants’ ethical intention to practice EM in High 
CI scenarios is higher than in Low CI scenarios.  Not Supported 
H6c. Accountants’ ethical intention to practice EM in High 
UA scenarios is higher than in low UA scenarios.  
Fully Supported 
SECTION C – ANALYSIS OF LIKELIHOOD OF OCCURRENCE AND OPEN-
ENDED QUESTION  
6.8 Perception of the likelihood of occurrence 
Despite the participants‟ general opinion that the actions as described in the scenarios were 
unethical, as reflected in the means of each scenario analyzed above, the vast majority of 
participants responded that the situations were likely or very likely to happen. The question in 
the survey instrument using the Likert methodology was scaled from 1 – Would Never Happen 
to 4 – Very Likely to Happen; hence, the means disclosed below are rated out of 4 instead of 
being rated out of 7 as per the analysis in the above sections (Section A and Section B). Data 
are mean ± standard deviation, unless otherwise stated. Analyses are detailed in each scenario 
below.  
6.8.1 PD scenarios 
Figure 6.28 below shows the likelihood of occurrence for OEM and AEM activity in PD 
context. 
In the High PD OEM situation, (3.25±.731) 13.2% of participants indicated that the situation is 
never or unlikely to happen, whereas 86.8% indicated that a similar situation is likely or very 
likely to happen in a Vietnamese environment.  
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Regarding the Low PD OEM situation, (3.16 ±.735) (including 2% for missing data) showed 
that 15.9% participants judged the situation as never or unlikely to happen, while the majority 
(82.1%) thought that the situation was likely or very likely to happen in a Vietnamese 
environment.  
In the High PD AEM situation (2.96±.710), excluding 2.7% missing data, 20.90% participants 
viewed the situation as never or unlikely to happen. On the other hand, 56.4% and 19.9% 
viewed the situation as likely and very likely to happen, respectively.  
The Low PD AEM situation (2.92±.750) had 2.7% missing data, leaving 24.3% of participants 
who assessed that a similar situation is never or unlikely to happen, and 50.7% and 22.3% who 
assessed it is likely and very likely to happen, respectively.  
Clearly, regardless of the scenario presented or whether it was AEM or OEM, the vast majority 
of respondents thought that these situations were likely to happen in practice. However, the 
likelihood of AEM happening is slightly lower compared to OEM. The graphs below reflect 
the data collected regarding the likelihood of occurrence. Out of all the scenarios depicted, 
High PD and Low PD scenarios have the highest rate of respondents predicting that the 
scenarios were likely and very likely to happen.  
Figure 6.28: Likelihood of occurrence for OEM and AEM activity in PD context 
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6.8.2 CI scenarios 
The likelihood of occurrence for OEM and AEM activity in CI context is shown in Figure 6.29 
below.  
With CI cultural dimension scenarios, the data revealed that, in a High CI OEM situation, 
(2.70±.738) 39.5% of participants expressed that accountants practicing EM for the benefit of 
other staff in the organisation would never or is unlikely to happen. In contrast, participants‟ 
responses yielded 46.6% and 13.2% (total 59.8%) answers that they were likely and very likely 
to happen, respectively.  
The Low CI OEM situation (2.776±.795) had a slightly higher rate of prediction of occurrence 
compared to the High CI OEM scenario, with 35.5% of respondents predicting that the 
situation would never or was unlikely to happen; 63.9% (45.9% and 17.9%, respectively) 
found the situation likely or very likely to happen.  
Similar to OEM, AEM situations followed the same trend. The High CI AEM (2.66 ±.736) was 
judged by 40.5% of participants as never or unlikely to happen, whereas 57.8% (46.3% and 
11.5%, respectively) predicted that the situation was likely or very likely to happen.  
Also similar to the Low CI OEM scenario, the Low CI AEM scenario (2.73 ± .758) had a 
somewhat higher rate of participants ranking it as likely to happen, compared to the High CI 
AEM scenario. Excluding 3.4%, which was missing data, 34.5% of participants agreed that the 
situation is likely never or unlikely to happen, and 62.2% (48.6% and 13.5%, respectively) 
predicted that it was likely or very likely to happen. This suggests that accountants practicing 
EM for individual benefit is more common than for the benefit of the staff in the organization, 
in both OEM and AEM situations. 
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Figure 6.29: Likelihood of occurrence for OEM and AEM activity in CI context 
  
  
When comparing AEM and OEM scenarios, in either High or Low contexts, AEM had a 
slightly higher number of respondents who viewed the situation as never or unlikely to happen, 
compared to OEM situations. These responses reveal that, when practicing EM for either 
organisational or personal benefits, OEM activity is more common than AEM activity in 
Vietnam. 
6.8.3 UA scenarios 
The likelihood of occurrence for OEM and AEM activity in UA context exhibits in Figure 6.30 
below. It shows that in UA scenarios, the High UA OEM (2.86 ±.762) had 31.1% participants 
perceiving the situation as never or unlikely to happen, while 68.6% assessed the situation as 
likely or very likely to happen.  
In respect of the Low UA OEM situation (2.73 ±.757), 38.5% of accountants thought that the 
situation would never happen; on the other hand, 60.8% evaluated the situation as being likely 
or very likely to happen.  
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The High UA AEM situation (2.815± .768) had 31.1% of participants perceiving it as never or 
unlikely to happen, in contrast with 67.9% appraising the situation as likely or very likely to 
happen.  
In terms of the Low UA AEM scenario, (2.658±.772), 39.2% of participants opined that the 
situation is never or unlikely to happen; at the same time, 59.8% viewed the situation as being 
likely or very likely to happen.  
For both OEM and AEM situations, the High context scenarios had a higher number of 
participants judging them as being likely or very likely to happen compared to the Low context 
scenarios. This suggests that, in both OEM and AEM situations, the likelihood of the 
accountant following the rules and regulations is seen as higher than that of the accountant 
preferring to take risks and make quick decisions.  
Figure 6.30: Likelihood of occurrence for OEM and AEM activity in UA context 
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When comparing OEM and AEM scenarios, OEM situations were more often judged as being 
likely or very likely to happen compared to AEM, for both High and Low context scenarios. 
This result indicates that, in reality, OEM is a more common practice in Vietnam than AEM in 
both High and Low contexts.  
Even though the likelihood of occurrence of both CI and UA situations was judged as being 
less than PD situations, the vast majority of respondents (approximately 60%) confirmed that 
the situation is either likely or very likely to happen in Vietnam. CI and UA situations had a 
slightly higher rate of likelihood of occurrence in the Low contexts compared to the High 
contexts, but the opposite was true for PD situations.   
In all scenarios examined in this study, participants predicted that each situation was more 
likely than not to occur. These results indicate that these EM situations happen in Vietnam at 
an average or above average rate.  
6.9 Analysis of open-ended comments 
This section analyses responses to the optional, open-ended question, which asked the 
participants (accountants) to provide explanations for their ethical choices in the previous 
questions (i.e. why they thought the accountant‟s moral behaviour in the scenario was 1 - 
Extremely Low, 2 - Very Low, 3 - Low, 4 - Neither High Nor Low, 5 - High, 6 - Very High, 7 - 
Extremely High [in other words, 1 means „extremely unethical‟, while 7 means „extremely 
ethical‟]). 
Across all scenarios, participants‟ responses were mixed, and participants gave various reasons 
to account for their choices. Some reasons applied to all scenarios, such as whether the 
decision did or did not breach professional ethics, whether it did or did not violate accounting 
standards, whether the decision was or was not made for the benefit of the organisation, or 
whether the decision was abnormal or normal. Some reasons were specifically related to a 
particular scenario: for example, when responding to the High PD scenario, some participants 
reported it as being ethical because the accountant followed the boss‟s order; on the other 
hand, when responding to the Low CI scenario, some participants viewed it as being unethical 
because the accountant focused on personal benefits.  
There were similar reasons given to account for participants‟ choices in both OEM and AEM 
scenarios. However, there were more comments that argued that the accountant‟s activities 
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were unethical in AEM scenarios than in OEM scenarios. This implies that participants 
recognised AEM scenarios as being more severe and getting more serious attention from 
accountants than OEM scenarios.  
Nvivo software was used to analyse the responses, and the responses were grouped into two 
sections below. The first section (Section 6.9.1) comprises comments that expressed typical 
reasons given by participants across multiple OEM and AEM situations. The second part 
(Section 6.9.2) consists of comments that analysed characteristics of the specific cultural 
dimension highlighted in each scenario.  
6.9.1 Typical comments 
As described at the beginning of the chapter, the OEM scenarios described a situation where 
the company needed to switch to a longer credit policy in order to bring forward sales from the 
following year to the current year. The AEM scenarios described a situation where the 
accountant temporarily wrote off inventory to reduce profits in the current year. Participants 
commented most commonly on the fact that the action was done for company benefit, with 
professional ethics being the second most common issue that participants raised. There were 
mixed views on whether the situation was ethical or unethical. Those who regarded a given 
situation as being unethical tended to discuss the action as breaching professional ethics, 
violating accounting standards, or not being done for the company‟s benefit. The converse was 
true for situations that were judged as being ethical; in other words, participants that evaluated 
the scenarios as ethical tended to discuss the actions as being acceptable with professional 
ethics standards, obeyed industry standards, and were generally performed with the company‟s 
benefit in mind. One final ethical consideration that participants expressed was that, overall, 
except for High PD scenarios, it is unacceptable for accountants to make decisions without 
consulting their manager.  
The researcher has highlighted some of the comments from participants according to the main 
themes as discussed above, and these are listed in Table A7.1 of Appendix 7.  
6.9.2 Highlighted comments in each cultural dimension scenario 
The following section analyses the comments and reasons that were most commonly given by 
participants in each scenario.  
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6.9.2.1 High PD scenarios (Both OEM and AEM activities)  
There were mixed opinions on whether following managers‟ orders is ethical or unethical 
when responding to OEM and AEM activities. Some participants thought that the activity was 
made normal and acceptable because the accountant simply followed the manager‟s orders. 
Other comments disagreed with the accountant in these scenarios, because they saw it as being 
unethical when the accountant blindly follows orders without considering the accounting rules 
and regulations, and in doing so also breaking the codes of professional conduct regarding 
independence and objectivity. These participants argued that accountants should carefully 
consider the issue at hand before making any irrational decisions, and should not blindly 
follow the manager‟s requests. This was particularly true in the AEM scenario, where 
participants thought that the accountant was unwise because the manager‟s suggestions did not 
only break the accounting rules but also violated professional ethics. One participant pointed 
out that following the manager‟s orders in this instance could violate the objectivity of the 
financial statements, and therefore violate the fundamental ethical code of impartiality. The 
highlighted comments from participants are in Table A7.2, Appendix 7 of this thesis.  
6.9.2.2 Low PD scenarios (Both OEM and AEM activities)  
In these scenarios, some participants responded that it is ethical for the accountant to take the 
manager‟s suggestion and then independently decide to change the credit period (OEM) or the 
temporary write-off of inventory (AEM), because the motivation for the activity is for the 
company‟s benefit. On the other hand, other participants thought that the accountants in the 
scenario given should follow accounting standards and advise the GM to find an alternative 
option to resolve the issue, instead of performing the suggested action.   
Overall, more participants viewed the AEM scenario as being unethical than the OEM 
scenario. The participant-specific comments are shown in Table A7.3, Appendix 7. 
6.9.2.3 High CI scenarios (Both OEM and AEM activities) 
Ethicality in this scenario was largely determined by the accountant‟s motivation, i.e. whether 
the decision was made with the intent to benefit the company and shareholders, or whether the 
decision was aimed at benefiting only a small group of staff members. Participants concluded 
that accountants should always protect the benefits of the company and shareholders. The 
participants‟ specific comments are included in the Table A7.4, Appendix 7.  
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6.9.2.4 Low CI scenarios (Both OEM and AEM activities)  
Most participants that judged this scenario as being unethical did so because it was perceived 
as being undertaken for the accountant‟s self-interest purpose and in violation of professional 
ethics. These views suggest that Vietnamese accountants judge accountants harshly when 
conducting EM activity for personal benefits. On the other hand, some participants responded 
that people acting for their personal interest is normal, and is ethical and acceptable if the 
action does no harm to the company or does not cause problems in other departments. 
In relation to the Low CI AEM scenario, the number of responses convinced that the action 
was unethical was much higher than in the Low CI OEM scenario. This is to be expected, 
because AEM activity is much more serious than OEM activity.  
The main comments from these participants are included in Table A7.5, Appendix 7.  
6.9.2.5 High UA scenarios (Both OEM and AEM activities)  
High UA scenarios described the accountant as conducting EM activities because he/she 
thought that the activity would not breach accounting standards. The key difference in the 
participants‟ responses to this scenario, as compared to the PD and CI scenarios, is that the 
highest number of participants focused more on the violation (or lack thereof) of accounting 
standards. Most participants viewed the accountants‟ action as having violated the accounting 
standards, and as having breached professional codes of ethics. These comments are shown in 
Table A7.6, Appendix 7 of this thesis.  
6.9.2.6 Low UA scenarios (Both OEM and AEM activities)  
Participants viewed the accountant in the scenario as breaking the code of professional ethics 
because he/she did not fulfill his/her responsibility when making the decision quickly and 
without considering the risk involved. Most participants disagreed with the way in which the 
accountant made the decision, because the decision was based solely on the accountant being a 
risk-taker. However, on the other hand, some participants thought that the action was 
acceptable because, despite the risks involved, the action ultimately helped the company to 
reach its objectives. The accountant acted in the company‟s interest above all; if there was any 
risk related to the decision, the accountants would be the person responsible for it. Hence, 
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these participants thought that taking a risk to increase the company‟s revenue is ethical and 
acceptable. The relevant comments by the participants are included in Table A7.7, Appendix 7. 
6.9.3 Summary of open-ended question 
In explaining participants‟ perceptions as to whether the EM activity described in the scenarios 
is ethical or unethical, the participant responses to open-ended question were divided into two 
groups: those who responded by stating that the accountant‟s actions were ethical or 
acceptable; and those who did not believe that the actions were ethical.    
Participants who interpreted the OEM scenarios as being acceptable did so for several reasons. 
Firstly, changing the credit terms to attract more sales was seen as a valid and legal business 
strategy. Secondly, these participants did not view the decision as violating accounting 
standards. Thirdly, the EM strategy was interpreted as being undertaken for the purpose of 
increasing revenue to meet the company‟s targets. Finally, the participants agreed that the 
decision was made with the best interests of the company in mind, and so was not unethical. 
On the other hand, another group of participants interpreted the scenario as being unacceptable. 
They viewed it as being illegal or as violating accounting standards, or that it was not in the 
company‟s best interests to practice OEM. 
Participants were similarly divided regarding the AEM scenarios. Those who interpreted the 
scenario as being ethical gave several reasons to justify their view. Firstly, the provision was 
made for the benefit of the company, Secondly, it did not violate accounting standards, because 
the accountant‟s provision was reasonable and brought immediate benefits to the company by 
minimizing taxes and increasing profits. Finally, the accountant acted with the company‟s 
benefit in mind, and therefore did not violate accounting standards. Participants who thought 
the decision was unethical thought that it violated ethical standards, misrepresented the 
company‟s inventory, and illustrated the accountant‟s willingness to engage in unlawful 
activities such as tax evasion. Ultimately, these participants viewed the decision as reflecting a 
recklessness on the part of the accountant, by making a decision that was not made for the 
company‟s benefit and was therefore unacceptable. 
6.10 Conclusion  
This chapter analyses the findings of hypotheses related to Research Question 4 (Research 
Objective 2) and Research Question 5 (Research Objective 3). Following the discussion on 
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research objective 1 in Chapter 5, this chapter presented findings on Research Objective 2 and 
research objective 3. As mentioned earlier, the findings for Research Question 1, 2 and 3 
associated with Research Objective 1 are analyzed in Chapter 5, thus they are excluded in this 
chapter.  
The research hypotheses from Questions four and five proposed in Chapter Three were 
discussed in this chapter, following analysis of the data. The findings reveal that the results for 
most research hypotheses showed a statistically significant difference, as summarized in Table 
6.86. It is also noted that the statistic significance was rated at p <.05. All hypotheses would be 
statistically significant if p was rating at p < .1.  
Research Question 4 states: Do Vietnamese accountants provide different ethical awareness, 
ethical judgment, and ethical intention responses to earnings management scenarios, where 
the levels of earnings management differ in terms of their severity as measured by operating 
earnings management (OEM) and accounting earnings management (AEM)?  
The study results also reveal statistically significant differences in accountants‟ responses. In 
general, participants evaluated OEM activities (less severe) as being less unacceptable than 
AEM activities (more severe). This is further supported by the participants‟ responses to open-
ended question that participants perceived OEM as less unethical than AEM activities. This is 
because they are not violating accounting standards and the activities also are within legal 
business strategy, while AEM activities intentionally misrepresent the company‟s inventory, 
which eventually leads to tax evasion. In addition, it is worth noting that, when evaluating the 
intention to practice EM, participants assessed their peers‟ intention to practice EM as being 
higher than their self-intention to practice EM in all scenarios.  
Research Question 5 states: Do Vietnamese accountants’ ethical awareness, ethical judgment 
and ethical intention responses change when earnings management case vignettes are adjusted 
to reflect the possible impact of culture, based on the commonly applied dimensions of power 
distance, uncertainty avoidance, and collectivism/individualism?  
The findings of the study indicate that Vietnamese accountants‟ responses to ethical awareness, 
ethical judgment, and ethical intention, changed between different scenarios manipulated with 
the different contexts of PD, CI and UA. Overall, participants indicated that, in the High PD 
context scenarios (i.e. accountants blindly following managers‟ orders), the EM practice were 
more unacceptable than in Low PD context scenarios (i.e. accountants being involved in the 
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decision-making process). Some participants explained the reason for this finding in open-
ended questioning, that accountants‟ activities in High PD scenarios are unethical because the 
accountant blindly followed superior‟s order without considering the accounting regulations. 
Moreover, they should have considered and discussed the matter with their superior to find the 
most appropriate solutions. In contrast, participants evaluated High CI and High UA context 
scenarios (respectively, practicing EM for the overall benefit of the organization, and because 
accountants believe that the action does not violate accounting standards) as being less 
unacceptable than in Low CI and Low UA contexts (respectively, practicing EM for personal 
benefits, and practicing EM because accountants are not afraid when facing risk in their 
decision-making). Further explanations by some participants in open-ended question for the 
above findings were that it would be less unethical to practice EM for all staff benefits (High 
CI) than for personal benefits (Low CI). However, most participants viewed EM activities as 
still being unethical regardless of whether the benefits gained are for all staff or for personal 
benefits, because the nature of the activity is a breach of professional ethics. In relation to High 
and Low UA scenarios, although some participants argued High UA scenarios is less unethical 
than Low UA scenarios because the accountants use accounting standards as a basis to make 
the decision instead of making a quick decision (Low UA), nonetheless, most participants 
stressed that the accountant was not fulfilling his/her duties as an accountant when he/she 
makes the decision without having a reasonable understanding of accounting standards and 
considering risks related to the situation.    
Despite most participants stating that the actions in the scenarios were unacceptable, when they 
answered the questions on the likelihood of occurrence, the majority of participants expressed 
their belief that similar situations would happen in reality. Overall, participants judged 
situations where the accountants follow their managers‟ orders as being the most likely to 
occur in practice. Situations where the accountant practices EM for the benefit of all staff in 
the organisation were viewed as least likely to occur. 
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CHAPTER 7: DISCUSSION 
7.1 Introduction  
This chapter provides a discussion on the interview and experimental data collection methods 
used in the present study. A discussion of the various forms of analysis of the data, along with 
detailed discussion of the results, is provided. The chapter commences with a brief review of 
the purpose of the study and explains how the various research questions are interconnected. 
The discussion then proceeds to address the research questions, with findings provided by the 
extensive analysis of the data. Further discussion focusses on particular aspects of the findings 
from each of the two methods of research, and what can be concluded from the overall results.  
7.2 Summary – Purpose of the research 
As indicated in Chapter 1, this study has two main purposes. The first is to investigate 
accountants‟ perceptions of financial reporting (FR) quality and the ways in which cultural 
attributes might influence financial reporting quality. There have been a limited number of 
studies that have examined financial reporting quality (see, for example, Jonas and Blanchet, 
2000, Braam and Beest, 2013) or cultural influences on FR (Hashim, 2012, Prescott and Vann, 
2015). However, even fewer studies have been conducted that investigate the possible impact 
of culture on FR within developing countries ( see, for example, Tsakumis, 2007). Moreover, 
while many studies have applied fundamental characteristics such as audit quality or 
accounting standards to evaluate FR quality, very few studies use these factors in combination 
with each other. In addition, there appears to have been no prior research that uses interviews 
to investigate accountants‟ perceptions of how cultural dimensions may influence the quality 
of financial reporting. It is important to understand financial reporting quality in detail to better 
focus on issues associated with earnings management (EM), and ethical decision making in 
different cultural contexts.  
The second purpose of this study is to examine the severity of earnings management (EM) 
(operating earnings management (OEM), accounting earnings management (AEM)) and how 
cultural dimensions have impacted on Vietnamese accountants‟ ethical awareness, ethical 
judgment and ethical intention in response to different earnings management situations. There 
has been extensive research that examines ethical judgement (see, for example, Nguyen and 
Biderman (2008); Fischer and Rosenzweig (1995); Geiger and Smith (2010), Merchant and 
Rockness (1994), Heinz et al. (2013)). Some studies have investigated ethical awareness and 
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ethical intentions (see, for example, Dubinsky and Loken, 1989, Walker and Fleischman, 
2013), but it appears that no research to date has combined ethical awareness, ethical 
judgement and ethical intention in an EM context. Furthermore, it also appears that there is no 
prior research on these issues that has examined the combination of the three steps in the 
ethical decision-making process, ethical awareness, ethical judgment, and ethical intention, in 
the context of developing countries. The present research adds a new dimension to existing 
work by utilizing a multidimensional ethics scale (MES) to measure the extent of ethical 
decision-making processes. In addition, by gaining insights into perceptions of financial 
reporting quality in Vietnam, the research seeks a better understanding of how the current state 
of this might contribute to (un)ethical decision making in an EM context.     
The following sections discuss the findings outlined in Chapter 5 (the first research aim), 
which are, importantly, cross referenced with the findings in Chapter 6 (the second research 
aim). 
7.3 Perception of financial reporting quality and propensity for EM 
As discussed in Chapter 2 and Chapter 5, the accountant‟s perception of financial reporting 
quality is discussed from five aspects: the use of accounting standards in Vietnam; the 
Vietnamese accountants‟ knowledge of accounting standards; the fundamental characteristics 
of accounting information used in the preparation of financial reporting; and Vietnamese 
accountants‟ perceptions of expected audit quality. EM was also connected with financial 
reporting quality in discussions with the interviewees. Respondent understanding of and 
attitude toward EM were factored in the experimental design.   
7.3.1 Accounting standards and FR quality 
As established in many prior studies, the key to having quality financial statements is to have 
good accounting standards (Levitt, 1998). Overall, the interviewees highlight that two sets of 
accounting standards are concurrently used in Vietnam: Vietnamese Accounting Standards 
(VAS) and International Financial Reporting Standards (IFRS). However, only Vietnamese 
accounting standards are compulsory in Vietnam. This is further evidenced by the findings 
from the experiment in the present study, where 91% of accountants agreed that they use VAS 
at work, whereas only 38% use IFRS. Consistent with findings in Nguyen and Gong (2012), 
interviewees in the present study admitted that some standards in VAS are not in line with 
current economic developments in Vietnam and are not up to date compared with IFRS. In this 
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sense, interviewees explained they often need to write to the Ministry of Finance (MOF) for 
further instructions, and if their queries were unanswered by MOF, accountants use their own 
judgement. These results indicate that financial reporting practices may not be consistent (and 
thus reporting quality is impaired) because accountants tend to make major judgements based 
not on a set of rules or standards but rather on their intuition and their individual understanding 
of accounting rules.  
Moreover, Nguyen and Richard (2011) argue that Vietnam, similar to China, has many 
different industries that require specific accounting regulations; this also makes it difficult to 
record accounting transactions for specialist industries applying existing accounting standards. 
This argument is supported by the interviewees in the present study, who confirmed that 
accounting standards for specialist areas such as property or agriculture have not yet been 
established in Vietnam. Aware of this situation, the Vietnamese government is currently in the 
process of updating VAS with more standards from IFRS, with the aim of improving the 
quality of VAS leading to the improvement of FR. Furthermore, interviewees strongly 
emphasised that the Vietnamese MOF should adapt VAS as much as possible to IFRS to the 
extent that the current economic environment and resourcing is available. These findings are 
supported by Phan et al. (2014) and Nguyen and Gong (2012), who argue that the Vietnamese 
MOF should adopt IFRS because IFRS reduces ambituities associated with VAS. In addition, 
the adoption of IFRS will result in better comparability, transparency and quality of financial 
reporting (Jermakowicz, 2004, Veneziani and Teodori, 2008), and therefore will lead to lower 
opportunity to practice earnings management. The interviewees also indicated issues of 
compliance and the need to avoid the problems experienced by countries such as Kuwait and 
Pakistan, where IFRS were fully adopted but, because of very low levels of compliance, the 
adoption process was considered a failure (Mir and Rahman, 2005). Given nearly two thirds of 
the respondents from the experiment felt that they did not have strong knowledge of and others 
suggested they needed more training on IFRS, compliance could also be an issue for Vietnam.   
Moreover, while they believe that IFRS will result in improved financial reporting quality, 
some interviewees stated they believed that the VAS is more suitable to the Vietnamese 
accounting system compared to IFRS. The reason for this is that VAS follows a rules-based 
instead of a principles-based approach, the latter as in IFRS. Some participants prefer to follow 
guidance (i.e. rules-based) as they do not have to use their own judgment (as is the case when 
IFRS is used). Furthermore, interviewees admitted that making judgments is one of the 
weaknesses of Vietnamese accountants. This view supports the findings from Nguyen and 
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Gong (2012), who suggest that Vietnamese accounting standards should not be fully integrated 
with IFRS, but instead, suitable standards be gradually introduced into the system. This finding 
is also in line with prior studies that argue that IAS/IFRS are not appropriate for the economic 
environment of developing countries and, in fact, are resisted at practitioner level (Abdelsalam 
and Weetman, 2003, Irvine and & Lucas, 2006, Zeghal and Mhedhbi, 2006).  
As indicated above, this links with the experimental findings in the present research, which 
reveal respondent hesitancy about IFRS. That is, the interviewees‟ perceptions in this study 
were that most Vietnamese accountants have a good knowledge of VAS, but that very few 
accountants have sufficient knowledge of IFRS. This finding is once again supported by the 
findings from experiment descriptive data. The later findings showed that 70% participants 
have a strong and good knowledge of VAS, while only 33% have a strong and good 
knowledge of IFRS. In contrast, 39 % of participants admitted they have a weak knowedge of 
IFRS. These findings support Narayan and Godden (2000), who suggest that Vietnam lacks 
competent personnel as well as a uniﬁed accounting profession to implement a new accounting 
system. 
The interviews also revealed that Vietnamese accountants are faced with additional 
complexities compared with other countries, which can also influence the quality of financial 
reporting. For example, in addition to VAS, Vietnamese accountants need to follow other rules 
and regulations issued by MOF, such as tax regulations. Tax laws can also have a significant 
impact on accounting rules in some countries (Nguyen and Richard, 2011).  
Overall, the interviewees agree that VAS has limitations compared to IFRS, such as being 
outdated, and being insufficient to assist with the development of the economy. It is expected 
that continuing to use VAS will affect the quality of financial reporting significantly. However, 
the interviewees believe that complete adoption of IFRS is not appropriate at this point in time 
due to issues raised earlier (for example, financial instruments are new to Vietnamese Stock 
Exchange; lack of adequate staff resources and training). Nevertheless, they call for a more 
updated set of standards to achieve a consistently good quality of financial reporting.  
Furthermore, as will be discussed later in this chapter, comprehensive accounting standards 
also contribute significantly to minimising earnings management practice. Strong knowledge 
of accounting standards can reduce the potential for earnings management, as once the 
accountants understand clearly what is exhibited by the standards, it may stop them making 
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mistakes or finding ways beyond the standards to convey unethical activity. In addition to the 
accounting standards, the fundamental qualitative characteristics (for example, relevance and 
faithful representation) of accounting information also play an important role in assessing the 
quality of financial statements (Braam and Beest, 2013).  
7.3.2 Fundamental qualitative characteristics of accounting information and FR quality  
This section discusses the perceptions of senior accountants of the fundamental characteristics 
of relevance and faithful representation and the quality of financial reporting. As indicated in 
the literature review, Braam and Beest (2013) used these characteristics to assess the quality of 
financial statements, and argued that evaluating these fundamental characteristics is sufficient 
to assess the quality of financial statements. As discussed in Chapter 2 and Chapter 5, 
fundamental characteristic of relevance is studied in the present research using the disclosure 
of opportunities and risks, and fair value. Disclosure of opportunities and risks provides 
important information to financial statement users by giving them insight into possible future 
scenarios for the business (Jonas and Blanchet, 2000). Interviewees believed that opportunities 
and risks disclosures in Vietnamese financial statements were insufficient, and provided 
minimal and vague information about the company‟s prospects. This finding was expected, 
because as previously stated, most Vietnamese financial statements are prepared using VAS 
instead of IFRS, and VAS has limited and less rigorous requirements in these areas. For this 
reason, the financial information of businesses is not complete, hence, affecting the quality of 
financial reporting.     
This finding is consistent with prior literature that compared the relevance of financial 
information prepared under IFRS to local GAAP (see, for example, Maines and Wahlen, 2006, 
Schipper and Vincent, 2003). These studies found that financial statements prepared using 
IFRS offer more relevant information than do local accounting standards. Kim and Shi (2012) 
also emphasise that the disclosure in financial reporting prepared based on IFRS is of higher 
quality than that that based on local accounting standards. However, unlike the present and 
previous studies, Ball et al. (2003) and Burgstahler et al. (2006) argue that it is not clear 
whether IFRS will lead to better quality disclosure, because IFRS gives significant discretion 
to managers, particularly in the selection of accounting policy.  
. Interviewees in the present study highlighted that, when financial statements are prepared 
using VAS, historical cost is used rather than fair value. Beest et al. (2009b), Barth et al. 
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(2001), and Schipper and Vincent (2003) emphasise that fair value accounting provides more 
relevant information than does historical cost, because it represents the current value of assets 
instead of the purchase price. Therefore, it can be generally concluded from the present study‟s 
findings and prior research that the quality of financial reporting in Vietnam will need to 
improve in this regard. Nonetheless, interviewees revealed that it is very difficult to apply fair 
value in the current market since neither the Vietnamese valuers nor the market is yet ready for 
it; and that, as a result, this has a negative impact on the quality of financial reporting. This 
finding in the present study lends support to Carmona and Trombetta (2008), in which it was 
found that it is very difficult for developing countries to apply fair values that are based on 
market movements because their economies are not sufficiently developed or liquid.  
In addition to relevance, the second fundamental qualitative characteristic examined in the 
current study is faithful representation. Faithful representation was assessed on the basis of 
completeness and freedom from bias via estimation and justification notes to accounts in 
financial statements (Jonas and Blanchet, 2000, Maines and Wahlen, 2006).  
Similar findings for relevance disclosures, interviewees in this study stated that the notes 
explaining estimations are poorly represented, and are evidenced by partial disclosures with 
missing financial explanations or reasons for the judgements made. Given that it is well known 
that financial statement numbers are impacted by economic and industry factors (Beest et al., 
2009b), a high degree of professional skill and judgment is required in undertaking complex 
estimation procedures that must also rely on solid assumptions (justification). Hence, it is not 
expected that estimation and justification processes have to be completely without bias, but a 
certain level of accuracy is necessary for financial reporting information to be useful to 
financial statement users (IASB, 2008).     
Thus, on balance, as VAS has limited and less detailed disclosure requirements, disclosures on 
both relevancy (using opportunity and risk disclosures, and fair value, as proxies), and faithful 
representation (using estimation and justification disclosures as proxies) are limited and are 
only partly disclosed in Vietnamese financial reporting. Information provided is missing either 
the necessary qualitative factors or quantitative factors. In addition, the fair value approach is 
not appropriately applied in Vietnam in the current reporting regime because neither valuers 
nor the market are viewed as being ready for it. This has negatively influenced the quality of 
financial reporting and also limited financial information seeking by the financial reporting 
users.   
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7.3.3 Auditing quality expectation and FR quality 
Francis and Wang (2008) posited that financial reporting varies across countries and is not 
related to the nature of accounting policies or standards, but rather is a consequence of 
differences in the ways in which auditors impose accounting quality on their clients. Therefore, 
auditor enforcement might play a more significant role than accounting standards in 
determining the quality of financial reporting. Auditors also indirectly influence the 
accountants‟ attitude to whether or not to practice earnings management, so if auditors have a 
stricter view and investigate EM situations in the audit process this may minimise this practice 
in the future.   
In the present study, it was noted that the auditing profession in Vietnam is relatively new 
compared to other more developed countries. This finding is consistent with Pham et al. 
(2014), who emphasise that the audit profession was only first officially recognised in Vietnam 
in 1991.  
Interviewees in the present study, not surprisingly, agreed that auditing enhances the quality of 
financial statements. Nonetheless, some did question the quality of some audits undertaken in 
Vietnam, especially those from small firms. They also pointed out that not all financial 
statements are audited, which will impact the true and fair view status of financial statements. 
This study further supports Pham et al. (2014), who concluded that, even though audit quality 
in Vietnam has developed since 1991, it still needs a lot of improvement (Pham et al., 2014). 
For example, improvement is needed at the level of audit training, the independence of audits, 
and accuracy in audits.  
In summary, most interviewees perceive that the quality of audits in Vietnam has improved 
compared to that some five years ago, notwithstanding that it has not yet reached international 
standards. Nonetheless, there is the perception that while audit quality has improved it still has 
a long way to go to catch up with neighbouring countries such as Singapore or Malaysia. As 
predicted, the improvement in the quality of audit has contributed significantly to the 
improvement of financial reporting quality in comparison to that of five to ten years ago in 
Vietnam. It is also recongnised that further improvement in audit quality is in line with the 
need for the improvement in financial reporting quality in Vietnam.     
Given the detailed information gathered from interviewees, we can conclude that the 
accountants‟ perceptions of the quality of financial reporting in Vietnam are that it has 
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improved significantly compared to that of five to ten years ago. However, the country faces 
many challenges and there is scope for improvement. Each of these factors would impact on 
the quality of financial reporting and eventually lead to the frequency of practicing earnings 
management: for example, upgrading existing accounting standards so that they are better 
suited to assisting the needs of reporting Vietnam‟s economic reform programs. Better 
accountings standards would limit the opportunity for accountants to practice earnings 
management, because if the standards are comprehensive they will give limited room for 
accountants to make earnings management transactions. Greater focus on the fundamental 
qualitative characterics (for example, relevant and faithful representation) should also be 
applied in order to increase the quality of financial reporting disclosures. If detailed disclosures 
were required, the quality of financial reporting would improve, and this would also minimise 
the accountant‟s ability to practice earnings management as they would have to disclose the 
information for the transaction in financial report. Audit quality can be improved by increasing 
the level of independence and training within local audit firms. Audit quality improvement 
would reduce the practice of earnings management, as auditor‟s act as a safeguard for financial 
reporting quality. 
7.4 Earnings management and effect of EM severity on ethical awareness, ethical 
judgment and ethical intention 
In addition to the different factors examining the quality of financial reports and the propensity 
for EM, the question of how the level of EM severity influences ethical behaviour was also 
examined.  
Similar to the findings in many other countries such as Australia, Hong Kong, Ireland, 
Malaysia, Singapore, the United Kingdom, and the United States, which were examined in 
Geiger and Smith (2010), Fischer and Rosenzweig (1995), and Merchant and Rockness (1994), 
interviewees from the present study confirmed that Vietnam has two forms of EM being 
practiced: Operating Earnings Management (OEM), and Accounting Earnings Management 
(AEM). Both of these forms of EM were considered by interviewees to be unacceptable in a 
Vietnamese context. However, the results from experiments showed that the likelihood of 
OEM occurring was viewed as being higher than the likelihood of AEM occurrences in 
Vietnam. This finding demonstrates that accountants view OEM (such as changing credit 
policy) as being less unethical than AEM (temporarily writing off inventory); perhaps because 
of participants views that OEM is also more of an objective business adjustment, and hence it 
happens more frequently. Merchant and Rockness (1994) express some concern that, even 
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though OEM is not perceived as being as serious as AEM, these practices still mislead users 
and, over time, reduce the credibility of accounting numbers, which ultimately leads to the loss 
of reputation of the accounting profession. This concern is also in line with the present 
research in the sense that, although OEM is not considered as serious an EM practice as is 
AEM, it will also impact the quality of financial statements over time.  
Although EM was not considered as acceptable in Vietnam, interviewees also suggested that 
this does not stop some accountants from practicing one or both methods. This finding 
supports Leuz et al. (2003), in that EM adversely impacted the quality of reported earnings 
and, as a result, it directly influences the quality of financial reporting. Based on these findings 
from the interviews, the experiment was designed to investigate further how accountants 
ethically respond to the differences between OEM and AEM.  
Prior to the current study, there appears to be a paucity of research dealing with the effects of 
the degree of severity of EM on ethical awareness, ethical judgment and ethical intention in 
combination. There is, however, a limited body of research covering this area, but which 
focuses specifically on ethical judgment (Kaplan, 2001, Geiger and Smith, 2010, Johnson et 
al., 2012, Heinz et al., 2013, Fischer and Rosenzweig, 1995). This research does not 
encompass these effects in combination with ethical awareness or intention. Prior studies 
generally conclude that OEM is more accepted by accountants than is AEM, because OEM 
generally involves changing business operations rather than accounting transactions, as is the 
case in AEM (Geiger and Smith, 2010, Merchant and Rockness, 1994).  
The present study sought to confirm this finding, and expands on prior research by 
investigating additional steps within the ethical decision-making process. The sections below 
discuss the findings from the present research regarding the effects of OEM and AEM on each 
stage of the ethical decision-making processes: ethical awareness, ethical judgment, and ethical 
intention.  
Effect of EM severity on ethical awareness 
In line with previous findings (Fleming et al., 2009, Geiger and Smith, 2010), the present study 
found that accountants‟ ethical awareness scores were higher for OEM than AEM across all 
scenarios (i.e. all cultural dimensions: PD, CI and UA). This means that accountants in this 
study generally believe that it is less unethical (i.e. more ethical) to change the credit period 
than to temporarily write off inventory, regardless of the other factors present in the scenarios 
 
221 
(participation in the decision-making process, level of self-interest, or adherence to accounting 
standards). This implies that the more serious the action, the more likely accountants are to 
judge the situation as an ethical issue. EM severity therefore has a strong impact on ethical 
awareness.  
Effect of EM severity on ethical judgment 
Employee ethics is significantly related to ethical judgment (Walker and Fleischman, 2013). At 
the same time, ethical judgment depends on the nature and severity of the specific situation, 
especially among auditors (Jeffrey et al., 2004). 
The present study's findings regarding ethical judgment were similar to those regarding ethical 
awareness: accountants consistently judged AEM as being more unethical than OEM in all 
cultural dimensions. Previous studies (see, for example, Merchant and Rockness, 1994, 
Kaplan, 2001) had similar results: the participants in those studies also reported OEM as being 
less severe than AEM. According to Walker and Fleischman (2013), the specific EM situation 
is more important than the outcome of the action. This was confirmed in the present study, 
since participants judged the EM situation of temporarily writing off inventory (AEM) as being 
more unethical than changing the credit term (OEM), regardless of whether it benefits the 
individual or the company (Collectivist and Individualist contexts, respectively). In addition, to 
expand on the study by Walker and Fleischman (2013), the present research also revealed that 
the type of EM (OEM /AEM) affected judgment in PD and UA scenarios as well.  
Several theories have been proposed in prior literature to explain these results. Firstly, OEM 
aims to attain business objectives by altering operating activity, while AEM involves direct 
manipulation of accounting transactions, even in accordance with accounting standards 
(Grasso et al., 2009). Secondly, OEM activity affects cash flow and income to attain short-term 
targeted financial results (i.e accountants only aim to reach short-term objectives). Hence, it is 
not considered likely to evolve into a more serious activity such as the manipulation of 
accounts through AEM (Grasso et al., 2009). Additionally, open-ended question in the present 
study revealed that OEM is simply seen as an operating decision, which has no serious bearing 
on accounting, whereas AEM is considered to be more like a inappropriate manipulation, from 
an accountant's perspective. This additional level of personal involvement may explain 
participants' differences of opinion. 
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In summary, when comparing OEM and AEM scenarios, the accountants in the present study 
had significantly different judgements that EM activities in OEM situations are less unethical 
(i.e. more ethical) than in AEM situations.  
Effect of EM severity on ethical intention 
Several prior studies have referred to the effects of EM severity on ethical intention, however, 
not in any depth. For example, Merchant and Rockness (1994), Fischer and Rosenzweig 
(1995), and Kaplan (2001) found that the type of EM practiced (OEM/ AEM) had an effect on 
the intention to practice EM.   
Consistent with the findings regarding ethical awareness and judgment towards different levels 
of EM severity, Vietnamese accountants also demonstrated lower levels of ethical intention in 
AEM situations as compared to OEM, across all cultural dimensions. This means that, for both 
self-intention and peer-intention, the probability that participants would undertake OEM 
activity in the form of changing credit terms is higher than the probability that they would 
perform AEM activity in the form of temporarily writing off inventory. Although the results 
showed that both accountants and their peers are more likely to conduct OEM than AEM, 
participants also evaluated their own intention as being lower than that of their peers across all 
cultural dimensions. This finding mirrors the self- and peer-intention results from the cultural 
dimension studies, as analysed above. This indicates that participants were not comfortable 
revealing their own intention in an ethical situation, but they were able to assess their peers 
more honestly and openly. Similar tests have been conducted in previous studies (see, for 
example, Patel and Millanta, 2011, Heinz et al., 2013), and have found that individuals 
consider themselves to be far more ethical than their peers. However, these studies did not 
compare the intention of conducting OEM and AEM specifically, but only focused on ethical 
situations in general.  
7.5 Accountants’ perception of the likely impact of cultural dimensions on FR 
Similar to EM, the investigation of how culture may impact the quality of FR and, in turn, 
effect the ethical awareness, ethical judgment and ethical intention, was firstly explored using 
the interviews. The interview results provide a strong indication that cultural dimensions 
influence financial reporting quality.  
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Despite the view in Weber (2002) and Huntington (1993) that culture is endurable and 
unchanged, other studies show that culture does change over time in tandem with the 
development of economies (Lynch, 2002, Inglehart and Baker, 2000). Lynch (2002) has found 
in her study that, building on Hofstede (1980), the economy and environment changed 
overtime, and therefore, the cultural dimensions might have shifted. The following section 
discusses the manner in which power distance (PD), collectivisim/individualism (CI) and 
uncertainty avoidance (UA) influence EM, and how these factors ultimately affect the quality 
of financial reporting in Vietnam. The influence of culture on ethical awareness, ethical 
judgment and ethical intention also ultimately affects the financial reporting quality.  
The first finding to be discussed is the likely impact of power distance on financial reporting.  
It is found from the interviewees in the present study that accountants do not need to have 
approval or guidance from their managers for normal accounting transactions, but they need to 
get the approval for unusual or unique transactions. This result is consistent with Eisenhardt 
(1989), where it was found that managers and directors do not require high levels of 
monitoring once accounting policy has been established, since accountants would use the 
accounting rules and regulations as their main form of guidance.  
Considering the above in the Vietnamese context, it was interesting and perhaps surprising to 
discover that most interviewees said accountants have open discussions with their managers 
when they disagree with an accounting transactions. However, interviewees also emphasised 
that only 30% of these negotiations had approval from managers.  
Interviewees admitted that a top-down management approach is the most common 
management style among Vietnamese businesses. Consistent with Hofstede (2001) and House 
et al. (2004), the top-down management approach in a Vietnamese accounting environment 
indicates high PD. Callen et al. (2011) confirm that, in high PD countries, accounting systems 
are controlled by senior executives, and as a result, accounting numbers are distorted to 
achieve personal or organisational goals (Hofstede and Hofstede, 2005, p. 259). Doupnik 
(2008) provides a different view point, argueing that PD does not have significant influence on 
EM.  
Overall, while the research design in this study was not intended to measure cultural 
dimensions, the information collected from interviews indicates that Vietnam does not appear 
to be at the extreme level of high PD. This finding contrasts with Hofstede (2001), who gave 
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Vietnam a high PD score. This result would be interesting to investigate further in 
experiments. In addition, as a result of expecting Vietnam to be high PD, the financial 
reporting quality is very much dependent on the direction of the manager. If the manager gives 
an ethical order to accountants, the financial reports will reflect a true and fair view of 
organsational financial information. 
Collectivism/Individualism 
In Hofstede (2001), Vietnam was classified as a Collectivist country. However, interviewees in 
the present study appeared to disagree with this categorisation, and commented that, when 
Vietnam was experiencing war and poverty, it may have been true that Vietnam was a 
Collectivist nation, but this is no longer the case as the economy is rapidly developing.  
The „free and developing economy‟ view was confirmed when interviewees commented that 
they should work for the benefit of shareholders, staff, and the good of the organisation, but 
notwithstanding, many accountants still perform certain activities for their own benefit. This 
perception is more in alignment with the individualist cultural dimension theory as developed 
by Hofstede (2001) and House et al. (2004), where individualist countries are more focused on 
personal benefits rather than the community‟s benefits. The study also found that 
organisational benefit is rarely a sole reason for accountants to practice EM.  
The findings from previous research (see, for example, Guan et al., 2005, Han et al., 2010, 
Callen et al., 2011, Doupnik, 2008) reveal a significant positive relation between Individualism 
and EM. These findings suggest that those persons who fall into the „Individualist‟ category 
may be tempted to conduct EM more than those that fall into the „Collectivist’ category. 
However, these findings are contrary to Desender et al. (2011), who found that countries 
scoring high on Individualism tend to have lower levels of EM (Desender et al., 2011). The 
argument here is that Individualists will try to protect themselves from breaching any rules and 
regulations, and therefore they tend to better follow the rules. These findings will be discussed 
further to investigate how CI influences accountants‟ ethical awareness, ethical judgment and 
ethical intention. 
Uncertainty avoidance  
The majority of interviewees agreed that it is acceptable to record accounting transactions with 
the main aim of boosting profits for the benefit of the organisation, if it complies with 
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accounting standards. Based on Hofstede (2001), UA indicates that people try to follow rules 
and regulations to satisfy their security needs. In this case, Vietnamese accountants, in order to 
feel secure, are focused on complying with accounting standards rather than applying their 
own judgement. This is despite some EM practices serving organizational needs. The 
interviews showed that Vietnamese accountants are at the high end of uncertainty avoidance. 
Therefore, it is expected that they would be likely to accept a transaction if it is based on 
accounting standards. This is consistent with Cohen et al. (1993), where they concluded that, 
while people in high UA tend to follow rules and regulations, members are also focused on 
ethics. Some interviewees, however, thought that EM may not always be an ethical issue but 
rather reflect clever manipulation within options available under the accounting standards, and 
at the same time bring benefits to the organisation. This indication will be discussed in depth in 
the second part of the study to see how UA influences the accountant‟s ethical decision-
making processes.  
The above findings accord with Guan et al. (2005) and Han et al. (2010), that EM is negatively 
related to UA because high UA societies tend to try to follow rules and regulations. However, 
this finding is not supported by Callen et al. (2011) and Doupnik (2008), where they argued 
that EM is positively related to UA, since people try to avoid uncertainty by having good 
security through seeking a high degree of control over their future. It is argued that EM is a 
good tool to help accountants control the future, and therefore, in a high UA society, there is 
more EM (Doupnik, 2008).  
The above finding implies that Vietnamese accountants operate at high UA and prefer to 
follow the rules in most instances. This finding implies that the quality of financial reporting is 
better in a UA country as accountants prefer to follow rules and regulations. This is not 
inconsistent with Hofstede (2001), who found that Vietnam has moderate UA score.  
7.6 Effects of cultural dimensions on ethical awareness, ethical judgment, and ethical 
intention  
7.6.1 Effects of cultural dimensions on ethical awareness in EM scenarios 
Ethical awareness refers to the different levels of awareness which people have given a specific 
situation. EM motivation and cultural differences have been found to be more likely to affect 
ethical sensitivity and awareness (Hunt and Vitell, 1986, Sparks and Hunt, 1998). 
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Blodgett et al. (2001) posit that, in a High PD society, subordinates would view orders as 
acceptable once they were aware that the orders come from a manager. Conversely, in a Low 
PD society, people tend to focus on their individual evaluation of which action is acceptable, 
according to Blodgett et al. (2001). Accordingly, as proposed in Hofstede (1980), Vietnamese 
accountants, operating in a High PD society, should have higher ethical awareness levels in a 
High PD situation. However, the present study's findings contrast with this prediction, since 
accountants awarded higher ethical awareness scores in the Low PD scenario. This result 
indicates that Vietnamese accountants prefer to be part of the decision-making process, and 
that they should not be expected to blindly follow managers‟ orders, especially in a situation 
involving EM.  
In the CI cultural dimension, Akaah (1990) found that workers in Individualist organisations 
were less ethical than their Collectivist counterparts. Blodgett et al. (2001) also confirm that 
people in Individualist societies tend to make whichever decision best suits their personal 
interests, because they prioritize individual benefits over organisational benefits. In addition, 
several studies (see, for example, Hofstede, 2001, Trompenaars and Hampden-Turner, 1998, 
House et al., 2004) show that members in Collectivist societies tend to make decisions that 
bring the greatest good to the greatest number of people. Therefore, actions that bring benefits 
for the whole organisation tend to be accepted by most people (Hunt and Vitell, 1986, Cohen 
et al., 1993, Smith and Hume, 2005). The present study's results were in line with prior 
predictions: accountants‟ ethical awareness scores were higher in scenarios where the 
accountant conducted EM for the benefit of the organisation rather than for the individual 
person. This finding suggests that participants were aware that they should not be conducting 
EM activity for their own benefit. 
In the UA cultural dimension, Blodgett et al. (2001) demonstrate that individuals in High UA 
societies prefer to have stability, and will, therefore, be more likely to follow rules and 
regulations to protect their shareholders. In a Low UA cultural dimension, people tend to 
accept uncertainty better (Blodgett et al., 2001); hence, more EM is practiced. Similar to the 
PD scenarios in the present study, the hypothesis comparing High and Low UA scenarios was 
rejected. This indicates that participants' ethical awareness in situations where the accountant 
followed accounting standards (High UA) was similar to that when the accountant decided to 
take risks (Low UA). Even though the participants were aware that they should follow the 
accounting standards rather than make a quick decision, the difference is not statistically 
significant.  
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In contrast, accountants following strict regulations may experience difficulty in developing 
countries like Vietnam. As identified by Cohen et al. (1993), when an economy develops 
quickly, accounting standards may not be able to keep pace, resulting in transactions that are 
necessary to perform but that have not been standardised. This may lead to confusion or a 
wider tendency to disregard the accounting regulations, since the regulations do not cover all 
of the scenarios that an accountant may encounter. 
To sum up, accountants‟ ethical awareness scores differed between PD, CI, and UA scenarios. 
The results were statistically significant for PD (but in the opposite direction to the stated 
hypothesis) and CI but not for UA scenarios. In contrast, many accountants still make 
decisions that are not in line with the standards (i.e. risky decisions with the aim of procuring 
benefits for their organisation). Accountants also generally prefer to be included in the 
decision-making process, according to their scores for PD scenarios. 
7.6.2 Effects of cultural dimensions on ethical judgment in EM scenarios 
Ethical judgments are beliefs about the moral rightness or wrongness of an action (Hunt and 
Vitell, 1986). Similar to ethical awareness, individuals also have differing levels of ethical 
judgment (Reidenbach and Robin, 1990), depending on whether they view an action as being 
ethical or unethical. Kara and Yildiz (2013) found that cultural dimensions have an influence 
on ethical judgment, and the findings in the present study support their work.   
Hypothesis H5a predicted that participants would judge EM activities in High PD scenarios as 
being less unethical than EM in Low PD scenarios. However, the results showed a statistically 
significant difference with the opposite tendency to H5a. These findings imply that 
Vietnamese accountants judged scenarios to be more ethical when they provide an opportunity 
to discuss decisions with their manager prior to either changing the credit period or temporarily 
writing off inventory, rather than simply obeying orders. In general, this implies that 
Vietnamese accountants expect a more equal working environment regarding the relationship 
between staff and management.  
The findings for ethical judgment were similar to those for ethical awareness: participants 
perceived EM in High CI scenarios to be less unethical than EM in Low CI scenarios. 
Participants also evaluated accountants‟ temporary write-off of inventory for organisational 
benefit as less unethical than when it is undertaken for individual benefit. This finding shows 
that Vietnamese accountants prefer to act in the interest of the general community than for 
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individual advantage. However, this finding is opposite to interview findings in Section 7.5 
(Collectivism/individualism), and the findings for the question of the likelihood of occurrence 
in collectivism/individualism situations. The findings for these two sections indicate that 
Vietnamese accountants tend to have more individualist than collectivist tendency. Therefore, 
it is implied that, although Vietnamese accountants acknowledge that they should act for the 
benefit of all other staff, in reality, they tend to act for their own self-interest.  
The results from this study are in line with those found in prior research. For example, Sims 
(2009) found that people from Collectivist cultures indicated that they would withhold 
information if doing so would benefit their company. In addition, Smith and Hume (2005) 
found that it is more acceptable for people in Collectivist cultures to act for the protection of 
their company; but in contrast, when EM is practiced for personal benefit, most studies found 
that it was seen as unethical (Jensen, 2003, Greenfield et al., 2008, Kaplan et al., 2007). 
Fischer and Rosenzweig (1995) and Kaplan et al. (2007) found that EM actions were judged as 
unethical regardless of whether conducted for the organisation's benefit or not.  
The UA findings represent a departure from PD and CI in that, while the latter showed similar 
trends for ethical judgment and ethical awareness, UA showed differences between the two. 
UA did not show a statistically significant difference in responses for ethical awareness, but 
ethical judgment was significantly affected, and the present study's stated hypothesis was 
therefore supported. Generally, participants preferred adherence to rules and regulations over 
impulsive or risky decisions that are not in accordance with accounting standards. These 
findings are in line with Cohen et al. (1993), since their study also found that High UA 
scenarios were seen as less unethical than were Low UA scenarios. However, Cohen et al. 
(1993) proposed that individuals in Low UA cultures tend to fail to accept consistent 
procedures, while members of High UA cultures tend to prefer stability; hence, EM would be 
practiced less.  
In summary, accountants judged the level of ethics or unethics in EM situations differently 
depending on the situation. More specifically, in both OEM and AEM activities, participants 
judged Low PD scenarios as less unethical than High PD scenarios, and judged High CI and 
High UA as less unethical than Low CI and Low UA. These findings support Hunt and Vitell 
(1986) ethical decision-making model, and Barnett and Valentine (2004), in that the cultural 
environment influences individuals‟ beliefs concerning the rightness or wrongness of specific 
acts.   
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7.6.3 Effects of cultural dimensions on ethical intention in EM scenarios 
Ethical intention is the extent to which it is likely that the individual will conduct a specific 
action (Hunt and Vitell, 1986). Intention is also posited as the strongest predictor of behaviour 
(Ajzen, 1991). Participants' ethical intention in each cultural dimension was examined in this 
study from two viewpoints: accountants' predictions of their own behaviour (self-intention), 
and that of their colleagues (peer-intention). The likelihood that each scenario would occur was 
used to evaluate how often a similar situation could happen in a Vietnamese accounting 
practice. In a high PD environment, supervisors expect loyalty from staff, even when 
questionable actions or situations are being considered (Patel et al., 2002). In such an 
environment, pressure is exerted on a subordinate to overlook (or even help cover) a 
supervisor‟s questionable actions (Cohen et al., 1993). In line with previous findings, the 
present research posits that the intention to practice EM would be high in a high PD. However, 
results of this study show that ethical intention was actually lower in the high PD scenarios 
than in the low PD scenarios. When asked for the likelihood of occurrence of practicing EM, it 
is also worthwhile to note that, out of all the scenarios depicted, PD scenarios had the highest 
rate of respondents predicting that they were likely and very likely to happen. It is further 
worth noting that the likelihood of high PD situations is slightly higher than that of low PD 
situations for both OEM and AEM contexts. The above findings of ethical awareness, ethical 
judgment and ethical intention imply that Vietnamese accountants prefer to work in 
environments where they can participate in decision making, and in fact view those who 
blindly follow orders as being unethical. However, in reality, such high PD situations are 
admittedly common, and so in many corporate situations in Vietnam a high PD environment 
exists when it comes to making decisions in an EM context.  
In relation to ethical intention in CI contexts, the findings were statistically significant for self-
intention but not statistically significant for peer-intention, which indicates partial support for 
the stated hypothesis. In both self-intention and peer-intention, Vietnamese accountants are 
more inclined to perform EM for organisational benefit rather than for their own benefit. This 
indicates that Vietnamese accountants prefer to practice EM for the benefit of others rather 
than for themselves. Prior to this research, Belski et al. (2008) also found that, in an ethical 
situation, if the motivation for practicing EM is more self-interest, it is considered as being less 
ethical than EM undertaken to increase efficiency for the organisation (Belski et al., 2008). 
While Belski et al. (2008) did not mention the term „Collectivism/Individualism‟, their 
research reflects the key characteristics of cultural dimensions by referring to the benefits of 
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the organisation (Collectivism) as opposed to the benefits of the individual (Individualism). 
The findings from both the present study and Belski et al. (2008) indicate that the ethical 
decision of an individual is influenced by their motivation to practice EM. This means that 
accountants‟ intention to practice EM is more focused on their individual needs rather than 
those of others.   
Interestingly, while the findings of this study showed that participants‟ ethical awareness, 
ethical judgment and ethical intention were lower in situations where organisational benefit 
was prioritised over those where personal benefit was prioritized. These findings are in 
contrast with the participants' evaluation of likelihood of occurrence. The findings from 
experiments on hypothesis testing indicate that accountants acknowledged that they should act 
for the benefit of their colleagues rather than for their self-interest. However, Interviewees 
emphasised that Vietnamese accountants tend to conduct EM activity for their own benefit 
rather than that of the organisation. In addition, when responding to the likelihood of 
occurrence, accountants‟ actions tend to be personally motivated, which is consistent with the 
finding from the interviews that revealed that most accountants practice EM for individual 
benefits. These results also indicate that Vietnamese accountants are more individualist than 
collectivist in EM contexts.  
Prior research shows that individuals who are low UA are more likely to take risks (Hofstede, 
1984), and that a tendency for taking risks is highly associated with unethical actions 
(Rallapalli et al., 1994). In the present study, as expected, the means of High UA scenarios are 
higher compared to those of Low UA scenarios, and this difference is statistically significant 
for both self-intention and peer-intention. This suggests that Vietnamese accountants prefer to 
feel greater certainty by following set standards when performing tasks, rather than relying on 
risky judgments. In other words, they are risk-averse. This suggests that, if the Vietnamese 
Ministry of Finance utilized a robust set of accounting standards, it is likely that financial 
reporting quality will improve. It is also interesting to note that, when evaluating their own 
behaviour, participants have a clear intent to refrain from practicing EM for their own benefit. 
However, when it comes to predicting their peers‟ intention, it does not appear to matter 
whether the action would benefit the individual or the organisation as a whole. Another 
significant finding across all cultural dimensions (PD, CI, UA) is that participants judged their 
peers as being more likely to practice EM than they themselves were. These findings are 
consistent with prior studies, such as Geiger et al. (2006), that there is a „halo effect‟ when 
comparing one‟s own likelihood of undertaking an action to that of one‟s own peers. 
 
231 
Westerman et al. (2007) report that national culture has a significant influence on the intention 
to behave ethically in a general business context, while Haidt et al. (1993) found that the 
ethical decision-making process differs from culture to culture. In addition, Cohen et al. (1995) 
conclude that auditors from different cultures have predictably different opinions regarding 
specific ethical situations. The findings from the present study support the predictions of prior 
research (Cohen et al., 1995, Haidt et al., 1993, Westerman et al., 2007) by showing significant 
differences in self-intention in all cultural dimensions, and significant differences in peer-
intention in all but the CI dimension.  
Participant interviews stated that accountants should strictly follow accounting rules and 
standards in practice. The findings of accountants‟ ethical attitude and the likelihood of 
occurrence confirmed that accountants tend to follow accounting standards, believing this is 
more ethical and more likely to happen, over accountants making quick and risky decisions.  
However, it should be emphasised that the likelihood of a situation where accountants make 
quick and risky decisions was only slightly lower in comparison with the likelihood of 
following accounting standards. This finding suggests that accountants in Vietnam might need 
further ethical and accounting standards. These results also suggested that Vietnamese 
accountants tend to have high uncertainty avoidance.  
 7.7 Conclusion 
This chapter discussed the results obtained from interviews and experiments undertaken in this 
study. Research questions were discussed and answered using the findings that were previously 
introduced in Chapters 5 and 6.  
From the interviews, it is apparent that Vietnamese accountants have seen an improvement in 
financial reporting quality compared to five or ten years ago; however, further advances are 
still required. Participants admitted that EM is practiced in Vietnam, and experiment results 
confirmed that cultural dimensions have an impact on financial reporting, albeit not always in 
the direction expected. More specifically, the experiment confirmed that cultural dimensions 
affect ethical awareness, ethical judgment and ethical intention, which ultimately impacts the 
financial reporting process. The study also found that the level of EM severity plays a role in 
ethical awareness, ethical judgment and ethical intention, and that ethical awareness, ethical 
judgment and ethical intention can predict each other. Overall conclusions, limitations of the 
study, practical and theoretical implications of the study, and proposed directions for future 
research, are discussed in the next chapter.  
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CHAPTER 8: CONCLUSION 
8.1 Introduction  
This chapter presents a summary of the findings of the present study. It discusses the 
implications of the findings, as well as highlighting both practical and theoretical 
contributions. This chapter also outlines the potential limitations of the study, and makes 
recommendations for future research. The remarks in the last section of this chapter conclude 
this thesis. 
8.2 Summary of research findings   
The first part of this study explored the perceptions of senior Vietnamese accountants 
regarding the current quality of financial reporting and the impact, if any, of culture on 
financial reporting practice in the current reporting environment in Vietnam. The study found 
that, in general, the quality of financial reporting has improved compared to practices five to 
ten years ago. Nonetheless, there are many aspects that need to be improved, such as 
enhancing and upgrading existing accounting standards, increasing the quality of disclosures 
and audits, and expanding the role of ongoing training for accountants in both accounting 
knowledge and ethics. Poor disclosure in current financial statements has affected overall 
financial reporting quality, and accordingly, more rigorous disclosure requirements should be 
mandated and strictly enforced by authorities. Furthermore, although overall audit quality has 
improved (which contributes greatly to the enhancement of financial reporting quality), 
interview participants recognize that, in some situations, unqualified audit reports are given 
where audited financial statements do not truly reflect the financial information of the entity. In 
addition, there is significant support from study participants for further improvements to align 
with international standards. However, they suggest that this move to IFRS should be at a pace 
that can be managed by changes in local business conditions and with adequate resources.  
In line with the findings of the study, it can be said that, in developing countries such as 
Vietnam, while the quality of financial reporting has improved, the regulator (in this case, the 
Ministry of Finance and the State Audit office) still needs to increase compliance activities and 
provide further technical and practical guidance to accountant preparers and auditors. In 
addition, the interviewee responses in the present study suggest that earnings management and 
cultural dimensions (power distance (PD), collectivism/individualism (CI), uncertainty 
avoidance (UA)) can have a significant impact on financial reporting in Vietnam. These 
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responses contributed to further investigation of the potential impact of degrees of earnings 
management severity and cultural dimensions on ethical awareness, ethical judgment, and 
ethical intention, through experimental design.  
In the experimental design, the second part of the study, participants were asked to assess a 
range of earnings management scenarios, which were manipulated across different cultural 
dimensions. This approach was taken to assist the researcher to identify the potential combined 
impact of the severity of earnings management and culture on the ethical decision-making 
process. The results show a statistically significant difference in ethical awareness, ethical 
judgment, and ethical intention, when comparing the responses between operating earnings 
management and accounting earnings management (H1a, H1b, H1c, H2a, H2b, H2c, H3a, 
H3b, H3c); as a result, each of these hypotheses are fully supported. 
In the opinion of the interviewees, operating earnings management was viewed as being more 
acceptable than accounting earnings management. This result is once again confirmed in the 
experiment by participants, who also perceived operating earnings management to be less 
unethical than accounting earnings management for ethical awareness, ethical judgment and 
ethical intention, regardless of whether the earnings management activity was done in a high or 
low power distance, collectivism/individualism, or uncertainty avoidance context. These 
results support Merchant and Rockness (1994), Fischer and Rosenzweig (1995), and Geiger 
and Smith (2010), in that accountants recognise accounting earnings management as being 
more serious than operating earnings management, and that this perception has a subsequent 
influence on earnings management practices. Moreover, the findings from the present study 
emphasise that different levels of earnings management severity (operating earnings 
management/accounting earnings management) also have a strong effect on accountants‟ 
ethical awareness and ethical intention. As a result, it is perceived that accountants tend to 
practice operating earnings management more often than accounting earnings management.  
This study also found statistically significant impacts of various cultural dimensions on ethical 
awareness, ethical judgment, and ethical intention, in many situations. The hypotheses (H4b, 
H5b, H5c, H6c) were therefore supported (i.e. CI had statistically significant impact on ethical 
awareness and ethical judgment, UA had statistically significant impact on ethical judgment 
and ethical intention), with the exception of ethical awareness in UA scenarios (H4c) and peer 
intention in CI scenarios (H6b). Furthermore, while PD also showed a statistically significant 
impact on ethical awareness, ethical judgment and ethical intention (H4a, H5a, H6a), this 
 
234 
impact was in the opposite direction from what was hypothesised (i.e. it was hypothesised that 
high PD is seen as being less unethical (i.e. more ethical) than low PD; but it was found that 
high PD is actually seen as less ethical (i.e. more unethical)). This suggests that Vietnamese 
accountants are more open to an equal working environment (low PD) rather than a 
hierarchical system (high PD). However, when judging the likelihood of occurrence, most 
accountants stated that high PD environments are more common than low PD environments in 
Vietnam. Participants explained this phenomenon as being because the decision of the manager 
is the deciding factor. Hence, the accountant in following the manager‟s order is considered to 
be acting ethically. The findings indicate that a top-down approach is the most common 
management style in Vietnam today. The combination of these findings suggests that 
accountants still react according to a high PD culture in an earnings management context. 
Nonetheless, this direction may change in the future, because most accountants participating in 
this study reported a preference for an equal working environment where solutions to ethical 
issues can be openly discussed. As the Vietnamese economy develops and employees have 
greater exposure to global working environments, their attitudes towards work may also 
change to reflect this.  
The experiment results, furthermore, showed that accountants perceived that earnings 
management undertaken for the benefit of the company was less unethical than earnings 
management conducted for personal benefits. However, despite this view, accountants 
admitted that, in practice, earnings management is more likely to be performed for personal 
advantage. In addition, interviewees suggested that Vietnamese culture is shifting from 
collectivism to individualism with the development of the economy.  
In UA situations, senior accountants strongly agreed that Vietnamese accountants often justify 
their practice by using accounting standards as the guide for deciding on what is ethically 
acceptable to them. In addition, the likelihood of occurrence for high UA scenarios was judged 
as only slightly higher than for low UA. In combination with the interviews, this result 
indicates that Vietnamese accountants are more inclined towards high UA dimensions in an 
EM context, which indicates a positive view that accountants prefer to follow accounting rules 
and regulations rather than make a quick and risky decision.  
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8.3 Theoretical and practical implications 
8.3.1 Theoretical implications and contributions 
This study offers several contributions to the literature in the areas encompassing financial 
reporting quality, ethical decision-making processes, earnings management, and cultural 
influences on accounting quality and ethical decision making. Firstly, previous literature has 
focused on a single factor impacting on perceptions of financial reporting quality, including the 
following: accounting standards, accountants‟ knowledge of the standards, fundamental 
characteristics of financial accounting information (i.e. relevance, faithful representation), and 
audit quality (Jonas and Blanchet, 2000, Braam and Beest, 2013, Hirst et al., 2004, Koonce et 
al., 2011, Barth et al., 2008, Dobler et al., 2011). This study extends the literature by 
examining a combination of all of the above factors, to evaluate perceptions of financial 
reporting quality in the context of a developing country, Vietnam.    
Secondly, this research has examined a combination of accountants‟ ethical awareness, ethical 
judgment, and ethical intention, within an earnings management context. In addition, the 
predominant focus of the study is on the ethical decision-making processes of accountants. 
Prior research has tended to focus on ethical judgment (Nguyen and Biderman, 2008, Kaplan, 
2001) and, to a lessor extent, ethical awareness and ethical intention. To address the gap in the 
literature, the present research investigates changes in ethical behaviour using the first three 
steps of the ethical decision-making process, namely, ethical awareness, ethical judgment, and 
ethical intention. Moreover, the present research provides a useful insight into the potential 
influence of and cultural dimensions in a high PD, high UA, and collectivist environment, on 
ethical awareness, ethical judgment, and ethical intention, in earnings management scenarios.  
Thirdly, the study provides insights into perceptions of the practice of earnings management 
within developing countries. Earnings management has been widely researched in developed 
countries such as the US, the UK and Australia, but less so in developing countries. For 
example, while this study has highlighted views that EM is seen as being widely practiced 
within Vietnam, accountants generally do not appear to possess in-depth understanding of what 
is meant by the term earnings management; rather, they tend to confuse this term with financial 
statement fraud.  
Fourthly, this research builds on Merchant and Rockness (1994), Fischer and Rosenzweig 
(1995), and Han et al. (2010), amongst others, in regard to the impact of differing levels of 
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earnings management severity on each stage of the ethics decision-making process. 
Specifically, this study found that, like western accountants, Vietnamese accountants evaluated 
OEM as being less unethical than AOM. However, the present study extends the literature in 
that it specifically investigated accountant's differing ethical attitudes to OEM and AEM in 
different cultural contexts. Furthermore, the present study also differs from prior 
studies (Merchant and Rockness, 1994, Fischer and Rosenzweig, 1995, Cohen et al., 1996, 
Cohen et al., 1993) in its focus on the intention to practice EM, in which OEM was seen as 
more likely than AEM in power distance, collectivism/individualism, and uncertainty 
avoidance situations.  
Finally, the present research highlights the potential impact of cultural dimensions (power 
distance, collectivism/individualism, and uncertainty avoidance) on ethical decision-making 
processes within an earnings management context. The study found that accountants‟ ethical 
awareness, ethical judgment, and ethical intention toward earnings management varied 
between different vignettes manipulated to capture the impact (if any) of extremes in cultural 
dimensions. For example, accountants judged a Low PD scenario as less unethical than a High 
PD scenario, a Collectivism scenario as less unethical than an individualism scenario, and a 
High UA scenario as less unethical than a Low UA scenario.  
8.3.2 Practical implications  
This study provides an overview of accountants‟ perspectives on current financial reporting 
quality in Vietnam, as well as the influence of the level of earnings management severity and 
cultural dimensions on ethical awareness, ethical judgment, and ethical intention. The study 
has practical implications for government, business owners, and investors, as detailed below. 
Firstly, transparent and unbiased financial reports are the cornerstone of a successful capital 
market and economy, given that they comprise a key component of sound corporate 
governance. Because accountants prepare financial statements and reports, they are critical to 
the decision-making process by investors. In addition, earnings management is a practice that 
should be discouraged and hopefully eliminated; therefore, it is important to study attitudes 
toward earnings management in developing countries, and especially respondents‟ levels of 
sensitivity, judgment and intention in this area. The accountants‟ awareness of when earnings 
management occurs and the degree to which this practice impacts decision making (internal 
and external) and inhibits transparency should also be paid attention.  
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Secondly, as a developing country, Vietnam needs to further develop and restructure its 
economy to better facilitate foreign investment. Foreign investment will not increase if 
investors are concerned about the quality of financial reporting, particularly where there is 
evidence of widespread earnings management practices. More concerning is the view of 
organisations such as the World Bank, which have previously commented in detail on the need 
for Vietnam to improve the quality and transparency of its financial reporting  (World_Bank, 
2014b). These concerns suggest that further investigation of current practices and attitudes is 
perhaps warranted. Similar concern regarding the likelihood of regular occurrence of earnings 
management and other risky behavior may also warrant attention. In this respect, it is 
commendable that the Vietnamese government has explicitly made this a priority area.  
Thirdly, a more in-depth study of the factors (i.e. severity level of earnings management and 
culture) explored in this study will facilitate a greater understanding of the quality of financial 
reporting and ethics in Vietnam. This information could be of great use not only to accountants 
and auditors, but also to journalists, financial analysts and business leaders in various sectors 
as they evaluate different strategies and risk factors.  
Finally, through the study‟s findings relating to the likelihood of various earnings management 
scenarios occurring, the Ministry of Finance may have a greater appreciation of the intersection 
between Vietnamese accountants' ethical views and their actual accounting practices, such that 
appropriate training programs can be developed and standards enforced to ensure the quality of 
financial reporting in Vietnam. The Vietnamese Ministry of Education could also make use of 
these findings to offer courses in ethics in University accounting programs.  
8.4 Research limitations 
This study encountered a number of theoretical and empirical limitations. First of all, there 
were some difficulties in the interview process, where three of the sixteen interviewees were 
quite reticent and gave limited answers to the interview questions. It is interesting to note, 
however, that these three interviewees all worked for the corporate sector. In contrast, all of the 
interviewees who worked for audit firms or government offices appeared to be very open, and 
gave detailed and direct contributions to all of the questions in their interviews. The relevance 
of a minority of interviewees perhaps reflect the sensitivity to this subject area in Vietnam, 
together with the possibility that this practice might be occuring within this country.  
 
238 
Furthermore, during the interview process, as earnings management is not a common term 
used in Vietnam, hence the researcher explained to interviewees the definition of earnings 
management, operating earnings management and accounting earnings management. Although 
the researcher bore in mind the need to keep the process as objective as possible, this still may 
create a risk of influencing the interviewees, even although such a risk is considered to be 
minimal.  
Secondly, the factorial experiment design is complex, especially when designed to 
accommodate various cultural dimensions and earnings management scenarios. Manipulating 
scenarios to reflect High and Low levels of three cultural dimensions (PD, CI and UA) was a 
detailed and intricate process, and considerable effort was taken to distinguish clearly between 
High and Low scenarios for each cultural dimension. The researcher cannot be certain that the 
scenarios fully captured extremes in ethical dimensions. Nevertheless, to address this concern, 
careful manipulation checks were conducted to enhance validity and reliability. It should also 
be recognized that the questionnaires were quite long, because the research covered three 
cultural dimensions (PD, CI, UA). This may have resulted in some level of „questionnaire 
fatigue‟.  
Thirdly, not all cultural dimensions (for example, masculinity/femininity or long-term 
distance) were controlled for, therefore this study's conclusions cannot necessarily be applied 
across all cultural dimensions.  
Fourthly, the findings of this study are focussed on the earnings management context only, 
hence reducing the wider application of the findings to other ethical situations in the 
professional accounting environment.  
Fifthly, the findings of this study are based on participants drawn from a single country. 
Therefore, the results may not provide relevant predictions for other countries in different 
regions. 
Sixthly, the interview questions used to measure accountants' perceptions of financial reporting 
were not without limitations. The perceptions were measured using different aspects such as 
relevance, audit quality, accountants‟ professional knowledge, and accounting standards used. 
These aspects provided a general overview of the current state of financial statements and 
reporting practices, but they do not give a definitive measure of financial reporting quality. 
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Some aspects of the interviews, such as audit, were not extended to the demographic data in 
the experiment.  
Finally, this was a self-reporting instrument. Accordingly, the usual limitations apply in 
relation to potential social desirability response bias (Geiger and O'Connell, 2000).  
8.5 Recommendations for future research 
Considering the limitations presented in the previous section, several directions for future 
research can be identified. While this study focused on ethical decision making in an EM 
context specifically, an account of general ethical decision making would also be valuable. In a 
developing country, the fast-changing environment tends to lead to subsequent changes in 
behaviour and intention. A further study on professions other than accounting could also be 
conducted, especially in the developing world. In addition, a further study on earnings 
management and the potential impact of short-term goals and objectives could be conducted in 
the future. Other cultural dimensions could also be examined to identify the influences, if any, 
among them.  
Ethical training is very important for the general population, especially for accounting 
students, and would ideally lead to a greater understanding of and adherence to accounting 
standards and good practice. Hence, a study could be conducted pre- and post-training to 
identify the benefits of ethical training on ethical intentions, or on how training could be 
further developed and enhanced for future generations of students.  
McSweeney (2002) and Baskerville (2003) argue that Hofstede (1984) has several 
deficiencies, including that it is out of date as it was conducted in the 1960s and 1970s (see, 
Appendix 1). Therefore, the cultural dimension scores in Hofstede's study may not be 
appropriate to the contemporary environment. The present study did not seek to provide 
precise measures of culture, nor does it seek to demonstrate specific national culture. However, 
its findings do suggest that the cultural environment in which Vietnamese accountants operate 
does impact on their perceptions of different earnings management scenarios. This impact 
could be explored more through additional experiments. Furthermore, accountants perceived 
that obeying the superior‟s order is not as ethical as where the accountants have the 
opportunity to discuss with their superiors to identify the best solution. This tendency implied 
that, in the earnings management context, Vietnamese culture has changed, compared to 
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Hofstede‟s (1984) study, from High PD (obeying the boss) to Low PD (prefer to be involved in 
decision making). This is an interesting area that should be explored further in future studies.  
In addition, in uncertainty avoidance scenarios, the study found that there were no statistically 
significant differences in ethical awareness between scenarios where accountants follow rules 
and regulations and where they can make the quick and flexible decisions. In reality, in the 
accounting profession, following rules and regulations is vital compared to making quick 
decisions; hence this should be an interesting area for future examination.  
In collectivism and individualism, accountants‟ intention to practice earnings management for 
the staff in the organisation is higher than for the individual benefits. This finding somewhat 
surprises the researcher; and further research should be conducted to examine this further.  
Finally, the current financial reporting situation in Vietnam is still dynamic and emergent.  
Further research on the changes to financial reporting quality would be beneficial, including 
further links to situations where Big-4 and non-Big 4 auditors are used. It would also be 
interesting to see how Vietnamese accountants cope with the move from rule-based (VAS) to 
principles-based (IFRS) accounting standards. 
8.6 Conclusion 
The aim of this study was to investigate Vietnamese accountants' perceptions of financial 
reporting quality, with special emphasis on the impact of earnings management severity and 
cultural dimensions on ethical awareness, ethical judgment, and ethical intention. Most 
hypotheses were largely supported, providing insights into the influence of earnings 
management and culture on the ethical decision-making process. Furthermore, the study also 
provided useful information for policy makers and educators regarding potential ethical 
training programs. Finally, the study has also discussed various directions for future research. 
Hence, it is hoped that this study will provide useful information for investors, the Vietnamese 
Ministry of Finance, the Ministry of Education, and accounting professionals, to establish 
better training and evaluation of future investment opportunities.  
This research has reviewed and utilised prior research from several fields of study. In addition, 
as outlined above, the study has contributed to several important issues in the area of ethics, 
earnings management, and culture. The findings from the exploratory aspect of the study 
suggest that, at different levels of earnings management severity, accountants will have 
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different evaluations, judgments and intentions to practice ethical activity. Despite the 
limitations outlined, the results of the study have shed light on a previously under-researched 
area. This study has also contributed to practical and theoretical implications, as discussed 
above. The researcher hopes that this study will encourage additional studies in culture, 
earnings management and ethics, not only in Vietnam but in other developing countries.  
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APPENDICES 
 
APPENDIX 1: CULTURE THEORIES 
The most notable cultural theories include those from Hofstede (1980), Schwartz (1994a), 
Trompenaars and Hampden-Turner (1998), and House et al. (2004). While each of these 
studies had different objectives and methodologies, much of the cultural dimension theories 
employed are similar. The following section summarises these studies and the application 
thereof in the present study.  
1. Hofstede (1980, 2001)  
At the end of the 1960s, Hofstede conducted a survey on national culture in over 72 countries 
(reduced to 40 countries which had more than 50 participants each) using a sample from one 
multinational corporation, IBM. The survey was conducted over a four-year interval (1967–
1969 and again from 1971–1973) and contained over 116,000 questionnaires. In 1980, 
Hofstede published Culture’s Consequences: International Differences in Work-Related 
Values, which identified four cultural dimensions: Power Distance, 
Individualism/Collectivism, Uncertainty Avoidance, and Masculinity/Femininity. In 1988, 
Hofstede and Bond developed a 5
th
 dimension: Confucian Dynamism (or long-term vs short-
term orientation). These dimensions have since been studied extensively. The key 
characteristics of each dimension are outlined in Table A1.1.  
Table A1.1: Hofstede's cultural dimensions 
Dimension Definition 
Power Distance The extent to which the less powerful members of organisations 
and institutions (like the family) accept and expect that power is 
distributed unequally 
Uncertainty Avoidance The level of stress in a society in the face of an unknown future  
Individualism/Collectivism The integration of individuals into primary groups 
Masculinity/Femininity The division of emotional roles between women and men 
Long Term/Short Term 
Orientation 
The choice of focus for people's efforts: the future, or the present 
and past.  
(Source: Adapted from Hofstede 1980; 2001; 2011) 
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While Hofstede's work has been widely applied in a variety of contexts including accounting 
(see, for example, (Han et al., 2010), Doupnick, 2008), Harrison and McKinnon (1999) suggest 
it should be used in a selective and careful way. 
 The criticisms of Hofstede include inappropriate research instrument and the tendency to 
generalize to the entire population (Schwartz, 1999, McSweeney, 2002, Baskerville, 2003).  
For example, Schwartz (1999) argued that Hofstede‟s study is not relevant because surveys are 
not considered to be appropriate instruments to study such a sensitive and subjective variable 
as culture. McSweeney (2002) and Baskerville (2003) posited a radical viewpoint, insisting 
that Hofstede‟s framework should be replaced by anthropology, and the methodology should 
use an ethnographic emic perspective to observe how culture operates on a day-to-day basis 
rather than using questionnaires. Hofstede conducted the survey with a small scale of 
participants in each country to measure culture and then generalised the responses to the whole 
community, which led to the challenge that „within a very heterogeneous set of data there is, in 
principle, always an „average tendency' (McSweeney, 2002, pg. 100). In addition, the research 
was also conducted based on one company (IBM) and therefore cannot be applied broadly as a 
national cultural dimension (Olie, 1995, McSweeney, 2002). Hofstede argued that he was not 
making an absolute measure of culture, but merely testing differences between cultures, and he 
felt that this style of cross-sectional analysis, using survey methods, was appropriate (Hofstede  
et al., 1998). Furthermore, Hofstede stated that the use of a single multinational employer 
eliminates the effect of differing corporate policy and management practices from different 
companies, leaving only national culture to explain cultural differences (Hofstede, 1980). 
In relation to equating culture at a national level, it was argued that „cultures do not equate 
with nation‟ (Baskerville, 2003, p. 6) as a country is not a valid unit of measurement because 
culture is not limited to borders, and culture may vary significantly within one country (Myers 
and Tan, 2003, Baskerville, 2003, McSweeney, 2002). Hofstede argued that there is no other 
means of identifying and measuring cultural differences within a country (Hofstede, 2003).    
More recently, it was argued that Hofstede‟s cultural theory is out of date because it was 
conducted from 1967 to 1973 (and first published as „Culture‟s Consequences‟ in 1980), and is 
not appropriate when applied to a fast-changing environment (Baskerville, 2003). Hofstede 
responded that the cross-cultural outcomes are based on centuries of indoctrination and that 
culture will not change overnight (Hofstede  et al., 1998). Nevertheless, Baskerville (2003) 
argues that Hofstede‟s study has a weak theoretical basis and that he did not study culture but 
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instead studied socio-economic factors. But by narrowing 'culture' to a small number of 
cultural dimensions, Hofstede ignored 200 years of anthropology that highlighted the 
specificities of cultural groups (Joannidès et al., 2012). This issue could be overcome if 
Hofstede included other significant aspects of culture, as outlined by Harrison and McKinnon 
(1999), such as norms and belief. 
Hofstede‟s work remains the most common theory used to study the influence of national 
culture on different aspects of business such as management, marketing, IT, philosophy and 
accounting (see, for example, Doupnik, 2008, Han et al., 2010). Tung and Verbeke (2010) 
wrote that „despite the criticisms that have been voiced against his work … Hofstede‟s 
influence on the fields of IB (international business) and management is undeniable‟ (p.1259). 
Moreover, while the actual scores found by Hofstede for each dimension may be subject to 
much skepticism, he certainly has identified key constructs that can be successfully used to 
differentiate a number of key likely cultural characteristics across nations.  
 2. Trompenaars and Hampden-Turner (1998) 
Following Hofstede (1980), Trompenaars and Hampden-Turner (1998) conducted a cultural 
survey in 43 countries with 8,841 managers and employees with a focus on cultural diversity in 
businesses. The study provided a more robust view of culture than Hofstede by suggesting 
several scales be used for individual responses to problems, especially those that focused on 
relationships, time and the external environment (Trompenaars and Hampden-Turner, 1998). 
The dimensions they used in their study are structured along the following seven polar 
dimensions: universalism versus particularism, individualism versus collectivism, neutral 
versus emotional, inner-directed versus outer-directed, specific versus diffuse, achieved versus 
ascribed-orientation, and sequence versus time as synchronisation.  
By definition, some of these dimensions are similar to Hofstede (1980), as outlined in Table 
A1.2 below (for example, individualism versus collectivism in Trompenaars and Hampden-
Turner (1998) is similar to Hofstede (1980)). In both studies, these dimensions were used to 
describe the relationship between people and how they act. In addition, both studies described 
attitudes toward time by using the dimensions of long- and short-term orientation (Hofstede, 
1980) and inner-directed versus outer-directed (Trompenaars and Hampden-Turner, 1998). 
Furthermore, both Hofstede and Trompenaas and Hampden-Turner (1998) described inequality 
in society by using power distance (Hofstede, 1980) and achieved- versus ascribed-orientation 
(Trompenaars and Hampden-Turner, 1998). There were also some differences. One of the key 
 
264 
differences is that Hofstede focused more on the variables of national culture via different 
dimensions, while Trompenaars focused on the process of culture creation (Trompenaars and 
Hampden-Turner, 1998).  
Table A1.2: Trompenaars Cultural Dimenisons 
Dimensions Definition 
Relationships between people 
Universalism– 
particularism 
Universalism is a belief that what is true and good can be discovered and applied 
universally.  
Particularism is a belief that unique circumstances determine what is right or good. 
Individualism–
collectivism 
The extent to which people plan their actions with reference to individual benefits 
versus those of the group. 
Neutral–
affective 
In neutral cultures, emotion and feel are carefully maintained, self-control is 
important.  
In affective cultures, it is natural to express emotions. 
Specific–diffuse: The extent to which individuals allow access to their inner selves to others. In 
specific cultures, people separate the private part of their lives from the public. 
In diffuse cultures, these aspects of the individual overlap. 
Achievement–
ascription: 
Refers to how status and power are determined in a society. In an ascription society, 
status is based on who a person is.  
In an achievement society, status is based on what a person does. 
Orientations toward time and the environment 
Time (past Vs. 
future 
orientations) 
The extent to which time is viewed as linear versus holistic and integrative with past 
and present together with future possibilities. 
Environment The extent to which people feel that they themselves are the primary influence on 
their lives. Alternatively, the environment is seen as more powerful than they are, 
and people should strive to achieve harmony with it. 
 (Source: Adopted from Thomas (2008) and Trompenaars and Hampden-Turner (1998) 
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3. Schwartz (1994, 1999) 
Schwartz (1994b) conducted a cultural values study in 49 countries using teachers and students 
as the sample, and identified seven types of values: Conservatism versus Intellectual and 
Affective Autonomy; Hierarchy versus Egalitarianism; and Mastery versus Harmony. The 
research explained the influence of cultural values on work and personal life in different 
countries. The study can be used to predict and interpret national differences in several areas; 
for example, managers‟ behaviour towards workers, decision-making styles and reliance on 
own judgement, rules, risk-taking and innovation, and consultations with superiors (Schwartz, 
1999). Table A1.3. outlines the Schwartz‟ cultural dimensions.  
Table A1.3. Schwartz's Cultural Dimensions 
Dimensions Definition 
Conservatism 
(or 
Embeddedness) 
versus 
Autonomy 
(Intellectual and 
Affective)  
Conservatism: A  cultural  emphasis  on maintenance  of  the status quo, propriety, 
and restraint of actions or inclinations that might disrupt the solidary group or the 
traditional order (social order, respect for tradition, family security, wisdom). 
Autonomy: The person is viewed as an autonomous, bounded entity who finds 
meaning in his or her own uniqueness, who seeks to express his or her own internal 
attributes (preferences, traits, feelings, motives) and is encouraged to do so. 
Hierarchy versus 
Egalitarianism 
(power 
difference versus 
societal basis) 
Hierarchy: A cultural emphasis on the legitimacy of an unequal distribution of 
power, roles and resources (social power, authority, humility, wealth). 
Egalitarianism: A cultural emphasis on transcendence of selfish interests in favor 
of voluntary commitment to promoting the welfare of others (equality, social 
justice, freedom, responsibility, honesty). 
Mastery versus 
Harmony 
Mastery: A cultural emphasis on getting ahead through active self-assertion 
(ambition, success, daring, competence). An opposing  resolution of this issue is to 
accept the world as it is, trying to fit in rather than to change or exploit it.  
Harmony: A cultural emphasis on fitting harmoniously into the environment (unity 
with nature, protecting the environment, world of beauty) 
(Source: Adapt from Schwartz, 1999 pg. 27 & 28) 
4. House et al. (2004)  
In a more recent study, House et al. (2004) published the Global Leadership and 
Organisational Behaviour Effectiveness (GLOBE) theory, by conducting individual and focus 
group interviews with managers in 62 societies, and collecting approximately 17,000 
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questionnaires. The study investigated whether a specified culture is predictive of 
organisational practices and leadership style within the organisational culture. Moreover, 
House et al (2003) also examined whether some certain aspects of cultural practices account 
for the economic competitiveness of a nation, as well as the psychological well-being of an 
individual within the nation.  
House et al.‟s (2003) approach includes nine cultural dimensions: uncertainty avoidance, 
power distance, societal collectivism, in-group collectivism, gender egalitarianism, 
assertiveness, future orientation, performance orientation, and humane orientation. The 
definition of each dimension is summarised in Table A1.4., including a comparison with 
Hofstede‟s cultural dimensions: 
Table A1.4. GLOBE Cultural Construct Definition 
Dimensions Culture Construct Definitions 
Power Distance The degree to which members of a collective expect power to be distributed 
equally. 
Uncertainty 
Avoidance: 
The extent to which a society, organization, or group relies on social norms, 
rules, and procedures to alleviate unpredictability of future events. 
Humane 
Orientation: 
The degree to which a collective encourages and rewards individuals for 
being fair, altruistic, generous, caring, and kind to others. 
Collectivism I 
(Institutional 
Collectivism): 
The degree to which organizational and societal institutional practices 
encourage and reward collective distribution of resources and collective 
action. 
Collectivism II (in-
group collectivism): 
The degree to which individuals expect pride, loyalty, and cohesiveness in 
their organizations or families. 
Assertiveness: The degree to which individuals are assertive, confrontational, and 
aggressive in their relationships with others. 
Gender 
Egalitarianism: 
The degree to which a collective minimizes gender inequality. 
Future Orientation: The extent to which individuals engage in future-oriented behaviours such as 
delaying gratification, planning, and investing in the future. 
Performance 
Orientation: 
The degree to which a collective encourages and rewards group members for 
performance improvement and excellence. 
(Source: Adapted from House, et al., 2004, Table 2.1, page 30) 
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In criticisms of this work, Hofstede (2006) argues that the House et al. (2004) GLOBE 
framework is too abstract and that a study conducted with a large scale multi-country sample 
using managers in different countries may not discover their actual behaviour and 
organisational phenomena. Smith (2006), similarly, argued that the framework is not accurate 
when aggregated from individual survey responses.  
Nevertheless, when comparing House et al. (2004) and Hofstede (1980), Leung et al. (2005) 
emphasises that „the results [of the House et al. (2004) E study] are consistent with previous 
results, and most of the cultural dimensions identified [in House et al (2004)] are related 
conceptually and correlated empirically with Hofstede‟s dimensions‟, and „Power Distance and 
Uncertainty Avoidance are related to the two Hofstede dimensions with the same labels‟ (p. 
366). In addition, House et al. (2004) state that their „first six culture dimensions have their 
origins in the dimensions of culture identified by Hofstede (1980, p.13). However, even though 
some of the dimensions‟ definitions are similar between Hofstede (1980) and House et al. 
(2004), these two studies are different because they used different measurements in their 
survey questions (Venaik and Brewer, 2010). Hence, according to Venaik and Brewer (2010), 
if a researcher uses the Hofstede (1980) and House et al. (2004) cultural dimensions beyond 
the simple definitions, they should do so with caution.  
Together, these frameworks provide general guidance for this present study. The cultural 
dimension drawn from this body of work (in particular, Hofstede (1980) and House et al. 
(2004)) are used as a framework to design the EM scenarios, with the aim of exploring 
accountants' responses to scenarios that highlight different cultural dimensions in an 
accounting community, rather than at national level. The House et al. (2004) framework is 
therefore compementary to Hofstede, in that it focuses on more than cultural values and 
practices and also emphasises leadership qualities, which is useful for this present study. 
Furthermore, House et al. (2004) is considered as the most up-to-date cultural framing, using a 
large-scale sample in the cross-cultural research (Bame-Aldred et al., 2013). What should be 
pointed out is that the present study relies only on the definitions of cultural dimensions and 
does not use the Hofstede (1980) or House et al. (2004) cultural dimension scores as tests in 
the research.  
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APPENDIX 2: SEMI-STRUCTURED INTERVIEWS QUESTIONS 
 
Part 1: The current state of financial reporting in Vietnam: 
1. In general do businesses in Vietnam use IFRS and/or VAS in preparing financial 
statements and, to what extent do you believe that the move towards IFRS has 
improved financial reporting in Vietnam?  
 
2. Do you believe that Vietnamese accountants, in general, currently possess sufficient 
knowledge of International Financial Reporting Standards (IFRS) or VAS?  
 
3. What is your view of the general levels of disclosures by Vietnamese companies in 
their financial reporting (for example do they tend to disclose all important information 
about business opportunities and risks)?  
 
4. In general, to what extent are the notes to the accounts of financial reports in Vietnam 
providing sufficient information for users to understand the basis for accounting 
estimates and judgments made including the reasons for those judgments?  
 
5. In general, what do you think of the current quality of audits of companies in Vietnam?  
Part 2: Earnings management and its impact on ethics.  
6. Have you heard of the term, “earnings management” and, if so, what does it mean to 
you? (Do you often hear of the term “EM”?) 
7. Can you please give an example of an accounting transaction that you would consider 
to be an example of earnings management? 
8. In your opinion, what do you think of the practice of earnings management?  
9. To what extent do you think that short-term goals such as meeting profit targets or 
budget might impact on accounting in Vietnam?  
10. Is this more or less acceptable in Vietnam to alter the timing of operating decision such 
as delaying pay expenditures (e.g., travel, advertising, hiring, and maintenance) into the 
next accounting period than to alter an accounting treatment such as change 
depreciation methods at the end of the period to reduce expenses lead to increase 
profits for that period. 
 
11. Do you think the practice of earnings management is common in Vietnam?  If so, why 
do you think it is common?      
12. To what extent do you think is it ethical or unethical to practice earnings management?   
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Part 3: Possibility of culture impacts on financial reporting: 
13. To what extent, do you think, in general, senior management or accountant considers 
personal benefit over benefit of other parties such as shareholders in making an 
accounting adjustment? [Collectivism/Individualism]
 2
 
14. In general, to what extent is the overall benefit of the organisation accountant key 
criteria in deciding upon a given accounting treatment or in practicing earnings 
management? [Collectivism/Individualism] 
15. Is it justifiable to record an accounting transaction with the main aim of boosting profit 
as long as the transaction is within the accounting standards? [ Uncertainty Avoidance] 
16. Is your main criteria for deciding on whether or not to adopt a given accounting 
treatment whether it is within or outside IFRS and/or VAS? If not, what other 
considerations would you take into account?  [Uncertainty Avoidance] 
17. In Vietnam is it customary for the accountant to first receive approval of accounting 
treatments from the manager before going ahead with them? [Power Distance] 
18. In Vietnam is it customary for the accountant to have any say in the accounting 
adjustments that they are asked to do by their superior? [Power Distance] 
  
                                                 
2
 All the terms included in [Parenthesis] are not included in the original interview questions. They are only 
included in the thesis to make it easier for readers to follow. 
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APPENDIX 3: MANIPULATION SCENARIOS AND MANIPULATION CHECK 
QUESTIONS  
 
CASE 1 [OPERATING EARNINGS MANAGEMENT]
3
: Please read the case below 
carefully.  
 
In September 2012, the General Manager (GM) realized the division would need a strong 
performance in the fourth quarter 2012 to reach its budget targets. In order to do so the GM 
wants to get the agreement from the accountant to change the credit policy in order to offer 
extremely generous payment terms to bring forward some sales that would normally occur next 
year (2013) into the current year (2012). Customers accepting delivery in the fourth quarter 
would be given credit terms of up to 60 days. In the new year (2013), credit terms would revert 
back to the normal 30 day requirement.  
 
Below are 6 scenarios manipulated from the above case.  
 
SCENARIO A [High Power Distance] 
The GM directed the accountant to change the credit policy in order to offer extremely 
generous payment terms of 60 days to bring forward next year‟s sale (2013) to the current 
year‟s sale: (2012). Even though the accountant understood that this action would not bring 
any direct benefits to her and all other employees but she still decided to agree to the GM‟s 
direction immediately without considering too much about accounting rules because she 
thought that staff would need to follow the bosses‟ direction. 
SCENARIO B [Low Power Distance]  
The GM discussed the company current situation with the accountant and asked for some 
suggestions in order to bring forward next year‟s sale (2013) to the current year‟s sale (2012). 
The GM also mentioned that the accountant could offer extremely generous payment terms of 
60 days. Even though this action would not bring any direct benefits to the accountant and all 
other employees but the accountant thought that the action was needed so that the company can 
reach its budgeted sales. For that reason, after consideration and discussion with the GM, the 
accountant decided to agree to follow the GM‟s suggestion without any pressure from the GM.    
SCENARIO C [Collectivism] 
The accountant independently decided to change the credit policy in order to offer extremely 
generous payment terms of 60 days to bring forward next year‟s sale (2013) to the current 
year‟s sale (2012) as she knew that all employees would benefit from the organisation meeting 
its budgeted profit.  
                                                 
3
 All the terms included in [Parenthesis] of Appendix 3 are not included in the original manipulation check 
scenarios sent to participants. They are only included in the thesis to make it easier for readers to follow. 
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SCENARIO D [Low Collectivism=Individualism] 
The accountant decided to change the credit policy, without any pressure from the GM, in 
order to offer extremely generous payment terms of 60 days to bring forward next year‟s sales 
(2013) to the current year‟s sales (2012). The accountant decided independently to do so 
because she would receive a high bonus. 
SCENARIO E [High Uncertainty Avoidance] 
The accountant independently decided to change the credit policy, without any pressure from 
the GM, in order to offer extremely generous payment terms of 60 days to bring forward next 
year‟s sales (2013) to the current year‟s sales (2012). The accountant decided to carry out this 
action because she felt that there was no risk related to this action. More importantly, her 
opinion was that the accounting rules did not explicitly prohibit this action so she concluded 
that this action would not breach the accounting rules and is acceptable.   
SCENARIO F [Low Uncertainty Avoidance]  
The accountant independently decided to change the credit policy in order to offer extremely 
generous payment terms of 60 days to bring forward next year‟s sales (2013) to the current 
year‟s sales (2012). Even though this action would not bring any direct benefit for the 
accountant and all other employees but the accountant thought that the action was needed so 
that the company can reach its budgeted sales. For that reason, the accountant independently 
decided to carry out the change of customer terms because she was a risk taker and likes to 
make quick decisions. 
 
CASE 2 [ACCOUNTING EARNINGS MANAGEMENT]: Please read the case below 
carefully.  
 
At the beginning of December 2013, the General Manager (GM) realized that the division 
would exceed its budgeted profit targets for the year. He thinks that his accountant would need 
to develop a rationale for increasing the allowance for inventory obsolescence. By taking an 
overly pessimistic view of future market prospects, the accountant was able to identify a 
substantial amount of finished goods that could be fully written off and thus reduce reported 
profit, even though the GM was fairly confident that the inventory would still be sold at a later 
date at close to full price. Profits for future years could then benefit through reversal of the 
written-off inventory values. 
 
Below are 6 scenarios manipulated from the above case.  
SCENARIO A [High Power Distance] 
GM directed the accountant to write-off significant inventory in the current year with the 
possibility of writing inventory back up again in the next year. The accountant understood that 
this action would not bring any direct benefits to her and all other employees but she still 
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decided to implement the GM‟s direction immediately without considering too much about the 
accounting rules, because she thought that staff would need to follow the bosses‟ direction. 
SCENARIO B [Low Power Distance] 
The GM discussed the current situation with the accountant and asked for some suggestions to 
reduce the excessed profits target; the GM mentioned that the accountant could write-off the 
inventory in the current year with the possibility of writing inventory back up again next year. 
Even though this action would not bring any direct benefits to the accountant and all other 
employees but the accountant thought that the action is needed so that the company can reduce 
the excessed profits target. For that reason, after consideration and discussion with the GM, the 
accountant decided independently to carry out the action without any pressure from GM. 
SCENARIO C [Collectivism]  
The accountant decided independently to write-off the inventory in the current year with the 
possibility of writing inventory back up again in the next year as she knew that all employees 
in the organisation benefit from the organisation meeting its budgeted profit.  
SCENARIO D [Individualism] 
The accountant decided independently, without any pressure from the GM, to write-off the 
inventory in the current year with the possibility of writing inventory back up again in the next 
year so that she would have a higher chance of not only receiving her bonus this year but also 
in the following year. 
SCENARIO E [High Uncertainty Avoidance] 
The accountant decided independently, without any pressure from the GM, to write-off the 
inventory in the current year with the possibility of writing the inventory back up again in the 
next year. The reason to do so was she felt that there was no risk related to this action. More 
importantly, in her view, the valuation of inventory is subjective and so to do this does not 
appear to be technically in breach of the accounting rules and this was her main concern. 
SCENARIO F [Low Uncertainty Avoidance]  
The accountant decided independently to write-off the inventory in the current year with the 
possibility of writing inventory back up again in the next year. Even though this action would 
not bring any direct benefits for the accountant and all other employees but the action was 
needed so that the company can reduce the excess profits target. The accountant decided 
independently to carry out this action because she was a risk taker and likes to make quick 
decisions. 
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The following questions to be answered with each scenario:  
Required: Overall, which of the following statements is correct/incorrect to the above 
scenario? 
     
The accountant followed the GM‟s direction 
because she believed the staff would need to 
follow the bosses‟ direction 
Incorrect 1   2   3   4   5   6   7 Correct 
The GM and accountant discussing and sharing 
opinions before making the decision is the most 
important aspect in this context 
Incorrect 1   2   3   4   5   6   7 Correct 
All employees‟ benefits was the most important 
factor when the accountant made the decision 
Incorrect 1   2   3   4   5   6   7 Correct 
The accountant‟s focus was on her own 
benefits when making the decision 
Incorrect 1   2   3   4   5   6   7 Correct 
The Accountant‟s opinion is that she did not 
breach the accounting rules when making the 
decision is the focus of this scenario 
Incorrect 1   2   3   4   5   6   7 Correct 
The accountant was not afraid when facing risk 
in her decision making 
Incorrect 1   2   3   4   5   6   7 Correct 
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APPENDIX 4: SAMPLE OF EXPERIMENT QUESTIONNAIRES 
 
 
 
 
PARTICIPANTS INFORMATION SHEET 
Ethics approval number: 15837 
Project Title: Earnings management perceptions of Vietnamese accountants and their ethical 
sensitivity to this practice 
 
This research is being conducted by Professor Brendan O‟Connell; Doctor Gillian Vesty 
(RMIT Australia) and Ms. Nguyễn Thị Lan Anh (RMIT Việt Nam) to examine the perceptions 
of Vietnamese accountants and the potential influence of Vietnamese‟s culture and ethics on 
financial reporting in Vietnam. The project has been approved by the RMIT Human Research 
Ethics Committee. 
You are being invited to participate to this research as you are a Vietnamese accountant who is 
likely to be proficient with financial reporting issues in Vietnam. You will be required to 
participate in answering a set of questionnaire which we expect will take 20 to 25 minutes. The 
data gathered from the questionnaire will be stored electronically on the University network 
system. Hard copy data will be stored in a locked office and upon completion of the project 
will be kept securely at RMIT University for a period of 5 years after publication, before being 
destroyed. 
This research is intended to provide useful information to assist improvement in Vietnamese 
financial reporting and the level of training needed to accountant in the future. Findings from 
the research will be disseminated in conference papers, published journal articles and RMIT 
library. If you would like a copy of the final results of this project please contact us by email. 
Participation is voluntary and completely anonymous. You have the right to withdraw from 
participation at any time and any information which will identify you will not be used. The 
project is for the purpose of research only and it may not be of direct benefit to you. 
By completing the questionnaire it will be understood that you have read the information about 
the project and consented to participate in the project, and that you consent to publication of 
the results of the project with the understanding that anonymity will be preserved. 
 Please tick and confirm you have read and understand the information about the project. 
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PARTICIPANT’S CONSENT  
Project Title: Earnings management perceptions of Vietnamese accountants and their 
ethical sensitivity to this practice 
1. I have had the project explained to me, and I have read the information sheet.  
 
2. I agree to participate in the research project as described. 
I agree to: 
☐ Complete a questionnaire. 
3. I acknowledge that: 
(a) I understand that my participation is voluntary and that I am free to withdraw 
from the project at any time and to withdraw any unprocessed data previously 
supplied (unless follow-up is needed for safety). 
(b) The project is for the purpose of research.  It may not be of direct benefit to me. 
(c) The privacy of the personal information I provide will be safeguarded and only 
disclosed where I have consented to the disclosure or as required by law.  
(d) The security of the research data will be protected during and after completion of 
the study.  The data collected during the study may be published, and a report of 
the project outcomes will be provided to the university and for publication. Any 
information which will identify me will not be used. 
Participant’s Consent 
☐ Please tick to confirm you have read the information sheet and by complete the 
questionnaire you have given consent to participate in the project, and that you consent to 
publication of the results of the project with the understanding that anonymity will be 
preserved. 
Any complaints about your participation in this project may be directed to the Chair, RMIT 
Business College Human Ethics Advisory Network (BCHEAN), GPO Box 2476V, Melbourne, 
3001. The telephone number is (03) 9925 5596 or email address bchean@rmit.edu.au. Details 
of the complaints procedure are available from: 
http://www.rmit.edu.au/browse;ID=2jqrnb7hnpyo 
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PART A - Demographic Questions  
(The following questions are completely anonymous and will be used for classification purposes only.)  
Please fill in the blank or tick the appropriate boxes of each of the following questions. 
QUESTION 1: PERSONAL INFORMATION 
What is your gender?   ☐ Male    ☐ Female 
What is your age? 
☐ 22 – 25 
☐ 26 – 30  
☐ 31 – 35  
☐ 36 – 40  
☐ 41 – 45 
☐ 46 – 50  
☐ 51 – 55   
☐ 56 - 65   
Where do you live? 
☐ Hanoi   ☐ Ho Chi Minh City  ☐ Others (Please specify: ____________________) 
Have you ever lived/studied/worked abroad?   ☐ Yes  ☐ No 
If Yes, how long have you lived abroad? ________ Which country? ____________________________ 
 
QUESTION 2: EDUCATION 
What are the academic degrees you have completed? (Please tick all boxes that apply) 
☐ Doctorate (PhD) (Specialist in: _______________) 
☐ Master‟s Degree (Specialist in: _______________) 
☐ Bachelor‟s Degree (Specialist in: ______________) 
☐ Others (Please specify: ______________________) 
What are professional qualifications you have? (Please tick all boxes that apply) 
☐ Chief Accountant Qualification 
☐ ACCA 
☐ Partly qualified (Currently studying for an 
Accountancy qualification) 
☐ CPA Australia 
☐ CPA Vietnam 
☐ No Qualification 
☐ Others (Please specify: ______________________) 
 
QUESTION 3: EMPLOYMENT 
How many years of experiences have you got in total? _______________________ 
How many years have you worked as an accountant? ____ Or Worked in the accounting/ finance industry?  
Have you ever worked for Foreign owned company?  ☐Yes  ☐No 
If Yes, number of years ____________ 
 
QUESTION 4: ACCOUNTING STANDARDS USED 
Do you use Vietnamese Accounting Standards (VAS) in your work?  ☐ Yes   ☐ No 
If Yes, How strong do you rate your knowledge of VAS?   
☐ Strong  ☐ Good  ☐ Average   ☐ Weak/ Need improvement 
Do you use International Financial Reporting Standards (IFRS) in your work? ☐Yes   ☐ No 
If Yes, How strong do you rate your knowledge of IFRS?   
☐ Strong  ☐ Good  ☐ Average   ☐ Weak/ Need improvement 
Do you have a need for training in accounting standards?    ☐ Yes   ☐ No 
Which accounting standards do you have training need?   ☐ VAS  ☐ IFRS☐ Both 
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PART B – SCENARIO QUESTIONS 
CASE 1: Please read the case below carefully.  
In September 2012, the General Manager (GM) realized the division would need a strong performance in the fourth 
quarter 2012 to reach its budget targets. In order to do so the GM wants to get the agreement from the accountant to 
change the credit policy in order to offer extremely generous payment terms to bring forward some sales that would 
normally occur next year (2013) into the current year (2012). Customers accepting delivery in the fourth quarter 
would be given credit terms of up to 60 days. In the new year (2013), credit terms would revert back to the normal 30 
days requirement. 
Required: Below you are given 6 scenarios associated with the above case. Please read the scenarios carefully and 
answer all of the questions. 
SCENARIO A:  [HIGH POWER DISTANCE]
 4
 
The GM directed the accountant to change the credit policy in order to offer extremely generous payment terms of 60 
days to bring forward next year‟s sale (2013) to the current year‟s sale: (2012). Even though the accountant 
understood that this action would not bring any direct benefits to her and all other employees but she still decided to 
agree to the GM‟s direction immediately without considering too much about accounting rules because she thought 
that staff would need to follow the bosses‟ direction. 
Question 1: Please assume you are the accountant in the scenario A and evaluate the accountant action described 
in the scenario using the scales listed. 
 
 
Extremely 
Low 
Very 
Low 
Low 
Neither High 
or Low 
High 
Very 
High 
Extremely 
High 
  1 2 3 4 5 6 7 
Q1 The level of acceptability to my 
organization 
       
Q2 The level of acceptability to my 
family (assume that my family 
know about this action) 
       
Q3 The level of acceptability from a 
Vietnamese  cultural perspective 
       
Q4 The level of personal satisfaction 
for me 
       
Q5 The probability that I would 
undertake the same action 
 
 
      
Q6 The probability that my peers 
would undertake the same action 
       
Q7 The ethical level of my action 
described in the scenario above 
    
 
 
 
 
 
 
Q8 Based on your answer for Q7 above, please explain why did you choose that option?  
____________________________________________________________ 
 
Question 2: Overall, what is the likelihood of happening of the situation described in the scenario above? 
Never happen Unlikely to happen Likely to happen Very Likely to happen 
    
                                                 
4
 All the terms included in [Parenthesis] of Appendix 4 are not included in the experiment sent to participants. They are only 
included in the thesis to make it easier for readers to follow. 
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SCENARIO B: [HIGH COLLECTIVISM] 
The accountant independently decided to change the credit policy in order to offer extremely generous payment terms 
of 60 days to bring forward next year‟s sale (2013) to the current year‟s sale (2012) as she knew that all employees 
would benefit from the organisation meeting its budgeted profit.  
Question 1: Please assume you are the accountant in the scenario B and evaluate the accountant action described 
in the scenario using the scales listed. 
 
 
Extremely 
Low 
Very 
Low 
Low 
Neither 
High or 
Low 
High 
Very 
High 
Extremely 
High 
  1 2 3 4 5 6 7 
Q1 The level of acceptability to my 
organization 
       
Q2 The level of acceptability to my 
family (assume that my family 
know about this action) 
       
Q3 The level of acceptability from a 
Vietnamese  cultural perspective 
       
Q4 The level of personal satisfaction 
for me 
       
Q5 
The probability that I would 
undertake the same action 
 
 
      
Q6 The probability that my peers 
would undertake the same action 
       
Q7 
 
The ethical level of my action 
described in the scenario above 
    
 
 
 
 
 
 
Q8 Based on your answer for Q7 above, please explain why did you choose that option?  
____________________________________________________________ 
 
Question 2: Overall, what is the likelihood of happening of the situation described in the scenario above? 
Never happen Unlikely to happen Likely to happen Very Likely to happen 
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SCENARIO C: [HIGH UNCERTAINTY AVOIDANCE] 
The accountant independently decided to change the credit policy, without any pressure from the GM, in order to offer 
extremely generous payment terms of 60 days to bring forward next year‟s sales (2013) to the current year‟s sales 
(2012). The accountant decided to carry out this action because she felt that there was no risk related to this action. 
More importantly, her opinion was that the accounting rules did not explicitly prohibit this action so she concluded 
that this action would not breach the accounting rules and is acceptable. 
Question 1: Please assume you are the accountant in the scenario C and evaluate the accountant action described 
in the scenario using the scales listed. 
 
 
Extremely 
Low 
Very 
Low 
Low 
Neither 
High or 
Low 
High 
Very 
High 
Extremely 
High 
  1 2 3 4 5 6 7 
Q1 The level of acceptability to my 
organization 
       
Q2 The level of acceptability to my 
family (assume that my family 
know about this action) 
       
Q3 The level of acceptability from a 
Vietnamese  cultural perspective 
       
Q4 The level of personal satisfaction 
for me 
       
Q5 
The probability that I would 
undertake the same action 
 
 
      
Q6 The probability that my peers 
would undertake the same action 
       
Q7 
 
The ethical level of my action 
described in the scenario above 
    
 
 
 
 
 
 
Q8 Based on your answer for Q7 above, please explain why did you choose that option?  
____________________________________________________________ 
 
Question 2: Overall, what is the likelihood of happening of the situation described in the scenario above?  
Never happen Unlikely to happen Likely to happen Very Likely to happen 
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CASE 2: Please read the case below carefully.  
At the beginning of December 2013, the General Manager (GM) realized that the division would exceed its 
budgeted profit targets for the year. He thinks that his accountant would need to develop a rationale for increasing 
the allowance for inventory obsolescence. By taking an overly pessimistic view of future market prospects, the 
accountant was able to identify a substantial amount of finished goods that could be fully written off and thus 
reduce reported profit, even though the GM was fairly confident that the inventory would still be sold at a later date 
at close to full price. Profits for future years could then benefit through reversal of the written-off inventory values. 
Required: Below you are given 3 scenarios associated with the above case. Please read the scenarios carefully and 
answer all of the questions. 
SCENARIO A: [HIGH POWER DISTANCE] 
GM directed the accountant to write-off significant inventory in the current year with the possibility of writing 
inventory back up again in the next year. The accountant understood that this action would not bring any direct 
benefits to her and all other employees but she still decided to implement the GM‟s direction immediately without 
considering too much about the accounting rules, because she thought that staff would need to follow the bosses‟ 
direction. 
Question 1: Please assume you are the accountant in the scenario A and evaluate the accountant action 
described in the scenario using the scales listed. 
 
 
Extremely 
Low 
Very 
Low 
Low 
Neither 
High or 
Low 
High 
Very 
High 
Extremely 
High 
  1 2 3 4 5 6 7 
Q1 The level of acceptability to my 
organization 
       
Q2 The level of acceptability to my 
family (assume that my family 
know about this action) 
       
Q3 The level of acceptability from a 
Vietnamese cultural perspective 
       
Q4 The level of personal satisfaction 
for me 
       
Q5 The probability that I would 
undertake the same action 
 
 
      
Q6 The probability that my peers 
would undertake the same action 
       
Q7 
 
The ethical level of my action 
described in the scenario above 
    
 
 
 
 
 
 
Q8 Based on your answer for Q7 above, please explain why did you choose that option?  
____________________________________________________________ 
Question 2: Overall, what is the likelihood of happening of the situation described in the scenario above? 
Never happen Unlikely to happen Likely to happen Very Likely to happen 
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SCENARIO B: [HIGH COLLECTIVISM] 
The accountant decided independently to write-off the inventory in the current year with the possibility of writing 
inventory back up again in the next year as she knew that all employees in the organisation benefit from the 
organisation meeting its budgeted profit.  
Question 1: Please assume you are the accountant in the scenario B and evaluate the accountant action 
described in the scenario using the scales listed. 
 
 
Extremely 
Low 
Very 
Low 
Low 
Neither 
High or 
Low 
High 
Very 
High 
Extremel
y High 
  1 2 3 4 5 6 7 
Q1 The level of acceptability to my 
organization 
       
Q2 The level of acceptability to my 
family (assume that my family know 
about this action) 
       
Q3 The level of acceptability from a 
Vietnamese  cultural perspective 
       
Q4 The level of personal satisfaction for 
me 
       
Q5 
The probability that I would 
undertake the same action 
 
 
      
Q6 The probability that my peers would 
undertake the same action 
       
Q7 
 
The ethical level of my action 
described in the scenario above 
    
 
 
 
 
 
 
Q8 Based on your answer for Q7 above, please explain why did you choose that option?  
____________________________________________________________ 
 
Question 2: Overall, what is the likelihood of happening of the situation described in the scenario above? 
Never happen Unlikely to happen Likely to happen Very Likely to happen 
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SCENARIO C: [HIGH UNCERTAINTY AVOIDANCE] 
The accountant decided independently, without any pressure from the GM, to write-off the inventory in the current 
year with the possibility of writing the inventory back up again in the next year. The reason to do so was she felt 
that there was no risk related to this action. More importantly, in her view, the valuation of inventory is subjective 
and so to do this does not appear to be technically in breach of the accounting rules and this was her main concern. 
Question 1: Please assume you are the accountant in the scenario C and evaluate the accountant action 
described in the scenario using the scales listed. 
 
 
Extremely 
Low 
Very 
Low 
Low 
Neither 
High or 
Low 
High 
Very 
High 
Extremel
y High 
  1 2 3 4 5 6 7 
Q1 The level of acceptability to my 
organization 
       
Q2 The level of acceptability to my 
family (assume that my family know 
about this action) 
       
Q3 The level of acceptability from a 
Vietnamese  cultural perspective 
       
Q4 The level of personal satisfaction for 
me 
       
Q5 
The probability that I would 
undertake the same action 
 
 
      
Q6 The probability that my peers would 
undertake the same action 
       
Q7 
 
The ethical level of my action 
described in the scenario above 
    
 
 
 
 
 
 
Q8 Based on your answer for Q7 above, please explain why did you choose that option?  
____________________________________________________________ 
 
Question 2: Overall, what is the likelihood of happening of the situation described in the scenario above? 
Never happen Unlikely to happen Likely to happen Very Likely to happen 
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APPENDIX 5: MANIPULATION CHECK RESULTS 
 
High PD OEM 
Scenario 
Statistics for Individual 
Statement 
Paired Samples Test between 
Statement 1 with each of Statement 
2 to 6 
Mean 
Std. 
Deviation 
t df 
Sig. (2-
tailed) (*) 
Statement 1: High PD 6.41 1.32 
   
Statement  2: Low PD 2.88 2.21 6.49 31 0.00 
Statement 3: High CI 1.97 1.71 10.54 31 0.00 
Statement  4: Low CI 2.00 1.41 14.04 31 0.00 
Statement  5: High UA 2.19 1.55 11.50 31 0.00 
Statement  6: Low UA 3.03 1.98 6.60 31 0.00 
(*) Paired Samples Test between Statement 1 Vs. each statements was statistically significant different.  
 
 
Low PD OEM 
Scenario 
Statistics for Individual 
Statement 
Paired Samples Test between 
Statement 1 with each of Statement 
2 to 6 
Mean 
Std. 
Deviation 
t df 
Sig. (2-
tailed) 
Statement 1: Low PD 6.41 0.62 
   
Statement  2: High PD 2.59 1.87 8.11 16 0.00 
Statement 3: High CI 3.18 1.94 6.24 16 0.00 
Statement  4: Low CI 1.76 1.20 13.57 16 0.00 
Statement  5: High UA 2.88 1.76 7.15 16 0.00 
Statement  6: Low UA 4.76 1.68 3.40 16 0.00 
 
 
 
 
High CI OEM 
Scenario 
Statistics for Individual 
Statement 
Paired Samples Test between 
Statement 1 with each of Statement 2 
to 6 
Mean 
Std. 
Deviation 
t df 
Sig. (2-
tailed) 
Statement 1:  High CI 5.50 1.93 
   
Statement 2:  High PD 2.72 1.78 5.69 31 0.00 
Statement 3: Low PD 3.72 2.52 2.92 31 0.01 
Statement 4: Low CI 2.53 1.76 6.35 31 0.00 
Statement 5: High UA 2.91 1.91 5.28 31 0.00 
Statement 6: Low UA 4.63 1.93 1.59 31 0.12 
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Low CI OEM Scenario 
Statistics for Individual 
Statement 
Paired Samples Test between 
Statement 1 with each of Statement 2 
to 6 
Mean 
Std. 
Deviation 
t df 
Sig. (2-
tailed) 
Statement 1:  Low CI 5.29 2.17 
   
Statement 2:  High PD 3.00 2.03 2.92 16 0.01 
Statement 3: Low PD 3.12 2.32 2.39 16 0.03 
Statement 4: High CI 2.59 1.94 3.39 16 0.00 
Statement 5: High UA 3.12 2.12 2.78 16 0.01 
Statement 6: Low UA 4.41 2.15 1.23 16 0.24 
 
 
 
 
 
High UA OEM 
Scenario 
Statistics for Individual 
Statement 
Paired Samples Test between 
Statement 1 with each of Statement 2 
to 6 
Mean 
Std. 
Deviation 
t df 
Sig. (2-
tailed) 
Statement 1:  High UA 5.97 1.73 
   
Statement 2:  High PD 1.84 1.35 8.47 31 0.00 
Statement 3: Low PD 2.44 1.80 6.28 31 0.00 
Statement 4: High CI 2.41 1.41 8.66 31 0.00 
Statement 5: Low CI 2.34 1.64 7.29 31 0.00 
Statement 6: Low UA 4.63 1.88 2.80 31 0.01 
 
  
 
 
 
Low UA OEM 
Scenario 
Statistics for Individual 
Statement 
Paired Samples Test between 
Statement 1 with each of Statement 2 
to 6 
Mean 
Std. 
Deviation 
t df 
Sig. (2-
tailed) 
Statement 1:  Low UA 6.41 1.46 
   
Statement 2:  High PD 1.65 1.17 8.95 16 0.00 
Statement 3: Low PD 1.94 1.82 8.68 16 0.00 
Statement 4: High CI 3.18 1.85 5.72 16 0.00 
Statement 5: Low CI 2.00 1.23 9.23 16 0.00 
Statement 6: High UA 3.53 1.70 5.61 16 0.00 
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High PD AEM 
Scenario 
Statistics for Individual 
Statement 
Paired Samples Test between 
Statement 1 with each of Statement 2 
to 6 
Mean 
Std. 
Deviation 
t df 
Sig. (2-
tailed) 
Statement 1:  High PD 6.71 0.69    
Statement 2:  Low PD 2.71 1.93 8.00 16 0.00 
Statement 3: High CI 1.71 0.99 13.38 16 0.00 
Statement 4: Low CI 2.06 1.35 12.14 16 0.00 
Statement 5: High UA 1.88 1.11 16.08 16 0.00 
Statement 6: Low UA 3.47 1.84 6.94 16 0.00 
 
 
 
 
Low PD AEM 
Scenario 
Statistics for Individual 
Statement 
Paired Samples Test between 
Statement 1 with each of Statement 2 
to 6 
Mean 
Std. 
Deviation 
t df 
Sig. (2-
tailed) 
Statement 1:  Low PD 5.91 1.89    
Statement 2:  High PD 3.06 2.15 5.01 31 0.00 
Statement 3: High CI 2.22 1.64 7.33 31 0.00 
Statement 4: Low CI 2.22 1.39 8.45 31 0.00 
Statement 5: High UA 2.50 1.55 8.05 31 0.00 
Statement 6: Low UA 3.91 1.82 4.27 31 0.00 
 
 
 
 
High CI AEM 
Scenario 
Statistics for Individual 
Statement 
Paired Samples Test between 
Statement 1 with each of Statement 2 
to 6 
Mean 
Std. 
Deviation 
t df 
Sig. (2-
tailed) 
Statement 1:  High CI 6.35 1.32    
Statement 2:  High PD 2.41 1.84 5.64 16 0.00 
Statement 3: Low PD 2.88 1.97 4.90 16 0.00 
Statement 4: Low CI 3.18 1.98 5.70 16 0.00 
Statement 5: High UA 3.41 1.97 5.20 16 0.00 
Statement 6: Low UA 4.12 2.00 4.05 16 0.00 
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Low CI AEM Scenario 
Statistics for Individual 
Statement 
Paired Samples Test between 
Statement 1 with each of Statement 2 
to 6 
Mean 
Std. 
Deviation 
t df 
Sig. (2-
tailed) 
Statement 1:  Low CI 5.97 1.77    
Statement 2:  High PD 2.00 1.37 8.73 31 0.00 
Statement 3: Low PD 2.00 1.39 8.12 31 0.00 
Statement 4: High CI 1.97 1.53 8.78 31 0.00 
Statement 5: High UA 2.81 1.93 7.62 31 0.00 
Statement 6: Low UA 3.66 2.15 4.12 31 0.00 
 
 
 
 
High UA AEM 
Scenario 
Statistics for Individual 
Statement 
Paired Samples Test between 
Statement 1 with each of Statement 2 
to 6 
Mean 
Std. 
Deviation 
t df 
Sig. (2-
tailed) 
Statement 1:  High UA 6.76 0.56    
Statement 2:  High PD 2.12 1.87 8.92 16 0.00 
Statement 3: Low PD 1.82 1.43 11.20 16 0.00 
Statement 4: High CI 2.29 1.86 9.06 16 0.00 
Statement 5: Low CI 1.71 1.40 13.37 16 0.00 
 
 
     
Statement 6: Low UA 4.12 2.00 5.15 16 0.00 
   
 
 
 
Low UA AEM 
Scenario 
Statistics for Individual 
Statement 
Paired Samples Test between 
Statement 1 with each of Statement 2 
to 6 
Mean 
Std. 
Deviation 
t df 
Sig. (2-
tailed) 
Statement 1:  Low UA 6.66 0.48    
Statement 2:  High PD 1.78 1.24 18.69 31 0.00 
Statement 3: Low PD 1.69 1.23 18.32 31 0.00 
Statement 4: High CI 2.25 1.81 12.38 31 0.00 
Statement 5: Low CI 1.91 1.49 16.73 31 0.00 
Statement 6: High UA 2.63 1.83 10.93 31 0.00 
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APPENDIX 6: MEAN TO ALL EXPERIMENT QUESTIONS 
(Mean are for 7 point Likert scales: 1-Extremely low, 2- Very Low, 3 – Low; 4 – Neither High or 
Low; 5 – High; 6 – Very High; 7- Extremely High) 
 
Survey Questions
: (*)
 N 
(**)
 Mean 
Std. 
Deviation 
Skewness Kurtosis 
High PD OEM Scenario      
        Q1: The level of acceptability to my organization 294 3.82 1.60 -0.22 -1.00 
        Q2: The level of acceptability to my family  290 3.62 1.49 0.05 -0.62 
        Q3: The level of acceptability from cultural perspective 291 4.19 1.48 -0.28 -0.65 
        Q4: The level of personal satisfaction for me 292 3.30 1.55 0.19 -0.76 
        Q5: The probability that I would undertake the same 
        action                                        
293 3.39 1.66 0.04 -1.12 
        Q6: The probability that my peers would undertake the   
        same action 
292 4.03 1.55 -0.26 -0.90 
        Q7: The ethical level of my action described in the  
        scenario above 
284 3.32 1.47 0.29 -0.50 
Low PD OEM Scenario      
        Q1: The level of acceptability to my organization 295 4.11 1.65 -0.38 -0.76 
        Q2: The level of acceptability to my family  294 4.12 1.51 -0.30 -0.43 
        Q3: The level of acceptability from cultural perspective 296 4.50 1.43 -0.63 -0.32 
        Q4: The level of personal satisfaction for me 294 4.10 1.56 -0.35 -0.63 
        Q5: The probability that I would undertake the same 
        action                                        
293 3.99 1.67 -0.29 -0.88 
        Q6: The probability that my peers would undertake the   
        same action 
292 4.29 1.44 -0.44 -0.37 
        Q7: The ethical level of my action described in the  
        scenario above 
290 4.07 1.54 -0.15 -0.53 
High PD AEM Scenario      
        Q1: The level of acceptability to my organization 295 3.32 1.51 0.12 -0.94 
        Q2: The level of acceptability to my family  294 3.09 1.26 -0.08 -0.96 
        Q3: The level of acceptability from cultural perspective 290 3.44 1.39 0.01 -0.78 
        Q4: The level of personal satisfaction for me 294 2.75 1.35 0.49 -0.46 
        Q5: The probability that I would undertake the same 
        action                                        
293 2.86 1.53 0.43 -0.74 
        Q6: The probability that my peers would undertake the   
        same action 
292 3.37 1.47 0.10 -0.82 
        Q7: The ethical level of my action described in the  
        scenario above 
286 2.75 1.38 0.48 -0.43 
Low PD AEM Scenario      
        Q1: The level of acceptability to my organization 292 3.48 1.65 0.12 -0.96 
        Q2: The level of acceptability to my family  292 3.47 1.49 0.08 -0.59 
        Q3: The level of acceptability from cultural perspective 292 3.63 1.51 0.03 -0.71 
        Q4: The level of personal satisfaction for me 293 3.22 1.54 0.29 -0.69 
        Q5: The probability that I would undertake the same 
        action                                        
293 3.19 1.62 0.31 -0.86 
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        Q6: The probability that my peers would undertake the   
        same action 
291 3.57 1.54 0.05 -0.71 
        Q7: The ethical level of my action described in the  
        scenario above 
289 3.11 1.55 0.36 -0.64 
High CI OEM Scenario      
        Q1: The level of acceptability to my organization 295 3.14 1.66 0.19 -1.22 
        Q2: The level of acceptability to my family  295 3.15 1.57 0.23 -0.91 
        Q3: The level of acceptability from cultural perspective 295 3.43 1.60 0.04 -0.99 
        Q4: The level of personal satisfaction for me 294 3.03 1.56 0.32 -0.87 
        Q5: The probability that I would undertake the same 
        action                                        
295 2.89 1.63 0.41 -0.97 
        Q6: The probability that my peers would undertake the   
        same action 
294 3.37 1.56 -0.02 -1.12 
        Q7: The ethical level of my action described in the  
        scenario above 
285 3.01 1.58 0.39 -0.79 
Low CI OEM Scenario      
        Q1: The level of acceptability to my organization 296 2.54 1.50 0.66 -0.60 
        Q2: The level of acceptability to my family  294 2.78 1.46 0.32 -0.90 
        Q3: The level of acceptability from cultural perspective 296 3.08 1.52 0.21 -0.97 
        Q4: The level of personal satisfaction for me 294 2.61 1.57 0.74 -0.37 
        Q5: The probability that I would undertake the same 
        action                                        
295 2.50 1.53 0.77 -0.35 
        Q6: The probability that my peers would undertake the   
        same action 
294 3.10 1.58 0.30 -0.77 
        Q7: The ethical level of my action described in the  
        scenario above 
290 2.48 1.50 0.82 -0.21 
High CI AEM Scenario      
        Q1: The level of acceptability to my organization 289 3.10 1.63 0.26 -1.04 
        Q2: The level of acceptability to my family  293 2.92 1.49 0.38 -0.53 
        Q3: The level of acceptability from cultural perspective 292 3.10 1.45 0.23 -0.87 
        Q4: The level of personal satisfaction for me 293 2.74 1.54 0.52 -0.73 
        Q5: The probability that I would undertake the same 
        action                                        
293 2.67 1.53 0.58 -0.63 
        Q6: The probability that my peers would undertake the   
        same action 
291 3.04 1.50 0.21 -0.98 
        Q7: The ethical level of my action described in the  
        scenario above 
288 2.72 1.45 0.58 -0.54 
Low CI AEM Scenario      
        Q1: The level of acceptability to my organization 295 2.61 1.49 0.83 -0.08 
        Q2: The level of acceptability to my family  293 2.71 1.38 0.51 -0.55 
        Q3: The level of acceptability from cultural perspective 294 2.87 1.47 0.49 -0.72 
        Q4: The level of personal satisfaction for me 290 2.44 1.37 0.93 0.20 
        Q5: The probability that I would undertake the same 
        action                                        
294 2.39 1.41 1.05 0.50 
        Q6: The probability that my peers would undertake the   
        same action 
292 2.91 1.51 0.63 -0.32 
        Q7: The ethical level of my action described in the  
        scenario above 
293 2.32 1.34 0.90 -0.06 
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High UA OEM Scenario      
        Q1: The level of acceptability to my organization 296 3.20 1.69 0.24 -1.18 
        Q2: The level of acceptability to my family  296 3.31 1.55 0.22 -0.84 
        Q3: The level of acceptability from cultural perspective 296 3.52 1.62 0.13 -1.04 
        Q4: The level of personal satisfaction for me 296 3.20 1.67 0.35 -0.89 
        Q5: The probability that I would undertake the same 
        action                                        
296 3.16 1.71 0.39 -0.90 
        Q6: The probability that my peers would undertake the   
        same action 
296 3.44 1.64 0.22 -0.95 
        Q7: The ethical level of my action described in the  
        scenario above 
296 3.30 1.63 0.23 -0.97 
Low UA OEM Scenario      
        Q1: The level of acceptability to my organization 294 3.06 1.66 0.41 -0.94 
        Q2: The level of acceptability to my family  291 3.13 1.51 0.19 -0.83 
        Q3: The level of acceptability from cultural perspective 294 3.29 1.60 0.20 -0.80 
        Q4: The level of personal satisfaction for me 295 3.11 1.67 0.37 -0.89 
        Q5: The probability that I would undertake the same 
        action                                        
294 2.88 1.66 0.58 -0.73 
        Q6: The probability that my peers would undertake the   
        same action 
294 3.12 1.53 0.25 -0.83 
        Q7: The ethical level of my action described in the  
        scenario above 
289 3.03 1.61 0.40 -0.72 
High UA AEM Scenario      
        Q1: The level of acceptability to my organization 292 3.15 1.63 0.27 -0.85 
        Q2: The level of acceptability to my family  292 3.11 1.52 0.30 -0.57 
        Q3: The level of acceptability from cultural perspective 291 3.37 1.88 3.43 32.08 
        Q4: The level of personal satisfaction for me 290 2.96 1.64 0.48 -0.72 
        Q5: The probability that I would undertake the same 
        action                                        
291 2.87 1.66 0.53 -0.78 
        Q6: The probability that my peers would undertake the   
        same action 
290 3.22 1.59 0.22 -0.80 
        Q7: The ethical level of my action described in the  
        scenario above 
285 2.95 1.60 0.50 -0.64 
Low UA AEM Scenario      
        Q1: The level of acceptability to my organization 294 2.90 1.58 0.48 -0.76 
        Q2: The level of acceptability to my family  293 2.91 1.47 0.30 -0.71 
        Q3: The level of acceptability from cultural perspective 289 3.07 1.52 0.28 -0.71 
        Q4: The level of personal satisfaction for me 294 2.76 1.54 0.59 -0.63 
        Q5: The probability that I would undertake the same 
        action                                        
292 2.66 1.51 0.64 -0.49 
        Q6: The probability that my peers would undertake the   
        same action 
294 2.94 1.51 0.35 -0.81 
        Q7: The ethical level of my action described in the  
        scenario above 
289 2.75 1.50 0.58 -0.46 
(*) Q1- Q4: Measure ethical awareness; Q5: Measure self-intention; Q6: Measure peer-intention; Q7: Measure 
ethical judgment. 
(**)Sample size was equal at 74 participants per group. However, due to missing values, N is not the same across 
different cultural dimension contexts.  
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APPENDIX 7: FINDINGS FROM SINGLE OPEN-ENDED QUESTION IN 
EXPERIMENT 
Table A7.1. Typical comments for all OEM and AEM activities scenarios 
Theme Comments Orientation 
Professional   
Ethics 
Comments found in responses relating to OEM scenarios:  
„The accountant distorts the company's financial situation and 
doesn't truly reflect the company's financial statements.’ 
Unethical 
„The action is fraudulent.’ Unethical 
„There is no correlation between professional ethics and 
extending the payment period. Therefore, the action is 
ethical.‟ 
Ethical 
‘Due to the Vietnamese culture which appreciates 
relationships, this action benefits both company and customer 
and will not be criticized from an ethical perspective.’ 
Ethical 
 
Comments from participants in responses relating to AEM 
scenarios: 
 
„The accountant has not evaluated sufficiently the risks 
affecting himself or herself and the company, so the level of 
professional ethics is low.’ 
Unethical 
 
„Accountant makes provision that is not suitable with the 
actual situation’ and she „helps general manager do wrong 
things.‟ 
Unethical 
 
„The accountant must be objective and honest to reflect the 
actual situation of the company rather than manipulating 
figures. The inappropriate reflection of the company's 
financial situation will lead to wrong information being 
provided for the readers of the financial statements.’ 
Unethical 
 
‘I would do the same if the company’s financial statements 
would become better.’ 
Ethical 
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Accounting 
Standards 
and 
Regulations 
Comments found in responses relating to OEM scenarios:  
„The accountant has to comply with accounting principles. 
Changes in sales policies which affect business results must 
be precisely reported in interpretation of Financial 
Statements. Therefore, the action is unethical.‟  
Unethical 
 
„The role of accounting is to precisely reflect actual sales; the 
accountant's action in this case distorted facts of revenue as 
well as profit of the company in 2012 and 2013.’ 
Unethical 
 
„Even though the change makes revenue fluctuate unusually, it 
doesn’t break the accounting rules and it doesn't affect the 
integrity of the financial statements.‟  
Ethical 
 
„In terms of accounting, I will record revenue based on 
reliable evidence. Payment term just affects the financial 
position; it does not generate real cash flow. Besides, this is a 
policy which the General Director suggested to compete in the 
market; therefore, it is acceptable.‟  
Ethical 
 
‘Accountants are responsible for truly reflecting and 
presenting transactions in the financial report; the accountant 
has to follow the company's general policies and reflect them 
in the reports.‟ 
Unethical 
 
Comments found in responses relating to AEM scenarios  
‘The accountant has recorded inventory inaccurately, 
dishonestly, and did not follow accounting regulation.’  
Unethical 
 
„The accountant deliberately manipulated the figures and 
made provision without objective evaluation and reliable 
evidence.‟  
Unethical 
‘The accountant’s action leads to the consequence that the 
value of inventory in the financial statement doesn't truly 
reflect the value of inventory in stock’, so „the financial 
statement does not fairly and truly reflect the company's 
Unethical 
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financial position’ and „affects the financial reports and 
taxation liability of the firm.‟  
„This action is a clear manipulation and easily discovered.‟  Unethical 
„Cooking revenue figures by adjusting provision can have a 
significant impact on users of financial reports.‟ 
Unethical 
‘Evaluation risks related to inventory is subjective. Hence, if 
inventory is in good condition, making provision for inventory 
will break professional ethics and accounting standards.’  
Unethical 
 
‘In order to make provision as regulated and approved by tax 
authorities, it is compulsory to have evidence to prove that 
inventory's price falls or the inventory turnover rate is low 
which requires discounts to be sold.’  
Unethical 
 
‘The accounting standard is an important criterion for the 
accountant. However, in a company, appropriately supporting 
and preparing financial statements is also important.’  
Ethical 
 
„Although accountants should follow the accounting 
standards, the transaction should still be done if it brings 
more benefits.‟ 
Ethical 
Company 
Benefits 
Comments found in responses relating to OEM scenarios  
„In my opinion, this sales policy shouldn't be applied because 
it just increases virtual revenue.’  
Unethical 
„This action negatively affects cash flows and the financial 
position of the company in the short and medium term.’  
Unethical 
„Although this action is not against the accounting rules, it 
can mislead the users of financial statements.‟  
Unethical 
‘This action is just a short-term solution rather than long-term 
and it is not a sustainable strategy; hence, it is not a right 
action for the accountant to do.’  
Unethical 
‘This is acceptable and this change can be applied at every 
year-end so it's not unreasonable between years.‟  
Ethical  
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‘The activity is acceptable because giving the customer 
preferential treatment creates reputation in the market.’  
Ethical 
„This action is a promotion to stimulate customer demand 
which leads to increased customers and market share.’  
Ethical 
„This action is suitable and necessary for the company at the 
moment.’ 
Ethical 
‘The action will bring benefits for the company in general, 
leading to benefits for employers and employees, either in the 
near or the further future, in many possible ways.’  
Ethical 
Comments found in responses relating to AEM scenarios  
‘It poses a threat to the company through tax authority 
examinations and audits.’ 
Unethical 
‘This is a kind of tax evasion from the general manager. If the 
tax authority discovers it, the company may be fined.’ 
Unethical 
„If the company intends to increase expenses by making 
provision to decrease tax payables, the company may face 
risks of being fined by the tax authorities.’ 
Unethical 
„This action doesn't follow the prudence principle in 
accounting, and at the same time, it doesn't bring any real 
benefit to the company.’ 
Unethical 
Decision-
Making 
Process 
(Comments 
in all other 
scenarios, 
except for 
High PD) 
 
Comments found in responses relating to OEM scenarios  
‘Making the decision alone without discussion or approval 
from a higher level poses a threat to both the company and the 
employee himself.’  
Unethical 
„Special transactions need the approval of a higher authority.’  Unethical 
‘The decision must be a complete consolidation from top to 
bottom in a company.’  
Unethical 
‘It is not permissible that an individual makes a decision 
without approval in the organization.’ 
Unethical 
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‘The accountant must obey the orders of their senior’ and 
‘must get the General Director's approval in any case’.  
Unethical 
Comments found in responses relating to AEM scenarios  
 „The accountant must follow the director's order as long as it 
doesn't break the law.’  
Ethical 
‘In my company, we have to wait for the direction from the 
general director.‟  
Ethical 
‘It is compulsory to get the general manager or Board of 
Director's approval for final decisions.‟  
Ethical 
‘The accountant should not decide anything on her own which 
relates to the professional knowledge and the company's 
benefit.’  
Unethical 
This is 
normal 
activities 
Comments found in responses relating to OEM scenarios  
„In reality, many corporations may act like that.‟  Ethical 
„This is such a minor change.‟  Ethical 
„I think it's normal in the daily operating activities in a 
company.’ 
Ethical 
‘This situation happens frequently in reality to ensure the 
company meets other targets; for example: the salary for the 
employees will be met when sales are increased.’  
Ethical 
Comments found in responses relating to AEM scenarios  
‘Incorrectly reducing the profits can lead to misunderstanding 
the values of the firm; this is highly likely to happen.‟  
Ethical 
„The situation matched with real situations in Vietnam.‟  Ethical 
‘Vietnamese accountants can do that.’  Ethical 
‘The action happens quite frequently.’  Ethical 
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Table A7.2. Highlighted comments on High PD-OEM and High PD-AEM scenarios 
Scenarios Comments Orientation 
 
High PD 
OEM 
Scenarios 
‘The accountants thought that changing the credit policy without 
any approval is ethical because the accountants were only 
working under their manager’s command.’ 
Ethical 
 
„The decision of the manager is the deciding factor. Therefore, the 
accountant follows manager’s order is ethical.’  
Ethical 
„In state-owned companies, lower staff levels often have to follow 
the higher ones.’  
Ethical 
‘I work for a private company; the decision is up to the boss. 
Hence, the action is acceptable.’  
Ethical 
 
High PD 
AEM 
Scenarios 
‘It is unethical because the accountant followed the manager’s 
requests without considering the action's consequence, which 
obviously affects users of financial reports because it does not 
reflect the real value of inventory at the reported date.‟  
Unethical 
„It is a principle that the accountant follows the manager’s orders. 
However, there must be explanation and analysis of different 
situations that can happen if the company decides to do so.‟  
Unethical 
„The accountant should have objective opinions on the evaluation 
of the inventory.’ 
Unethical 
‘It is dishonest and causes inherent risk for the corporation 
related to tax payables.’ 
Unethical 
„Once the boss has decided, it's nothing for the accountant to 
attempt to persuade him.’  
Ethical 
„The final decision is made by the manager, not the accountant.’  Ethical 
„It is hard for the staff to not follow the boss' direction.‟  Ethical 
‘In Vietnam, as always, the staff must follow the manager’s order.’  Ethical 
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Table A7.3. Highlighted comments on Low PD-OEM and Low PD-AEM scenarios 
Low PD 
OEM 
scenarios 
„The discussion between GM and accountant should be 
documented in written form to protect the accountant.’  
Unethical 
‘The accountant in this scenario should follow accounting 
standards and advise the GM in their discussion to not break the 
rules and to find alternative options to resolve the sales budget 
problem for 2012’.  
Unethical 
Low PD 
AEM 
scenarios 
‘The accountant should make it clear and explain it to the 
manager.’ 
Unethical 
„The vision of the superior is not always proper.‟  Unethical 
‘There must be involvement from the Board of Directors for any 
decision regarding the company's financial situation.’ 
Unethical 
‘The accountant got the suggestion from the manager and acted 
for the company's benefit.’ 
Unethical 
„The accountant should provide advice to the manager.’ Unethical 
 
Table A7.4. Highlighted comments on High CI-OEM and High CI-AEM scenarios 
High CI 
OEM 
scenarios 
„Even though this action brings benefits to other employees, it is 
still unethical.’  
Unethical 
„The accountant must put the interest of the company above all.’  Ethical 
High CI 
AEM 
scenarios 
‘Even though the accountant cared about benefit to other people, 
she violated professional ethics.’  
Unethical 
„The accountant should work for the best interest of the 
shareholders instead of the benefit of the staff.‟  
Unethical 
„The accountant performed an inappropriate accounting treatment 
for employees’ benefit (including the accountant herself), which 
led to the fact that the financial statement does not reflect fairly 
and truly the company's financial position.’ 
Unethical 
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„Record and reversal of provision as described is not illegal and 
does not break the accounting standards. However, cooking 
revenue figures to gain benefits for everyone is not objective, and 
may affect users of financial reports both in the long term and the 
short term.’ 
Ethical 
‘The action brings benefits to the company and it doesn’t violate 
regulations and accounting standards.‟ 
Unethical 
Table A7.5. Highlighted comments on Low CI-OEM and Low CI-AEM scenarios 
Low CI 
OEM 
scenarios 
‘The accountant in the scenario should put the interest of company 
above all.‟  
Unethical 
„The company's benefit is important. High risks for the company 
taken for the benefit for herself should not be appreciated.‟  
Unethical 
„There is self-interest involved in this case, but the action helps to 
increase sales, and it doesn't affect the benefit of others. Hence, it 
was acceptable.’ 
Ethical 
Low CI 
AEM 
scenarios 
„The accountant cannot ignore its consequences‟ (violated 
objectivity of ethics fundamental principle).  
Unethical 
‘The manipulation of financial statements for personal benefit 
violates professional ethics because it negatively affects those 
reading these incorrect reports and violates the VAS.’  
Unethical 
‘The accountant action is ethical and acceptable because it gives 
bonuses to those completing their work well.’  
Ethical 
„It is acceptable because this action helps create bonuses, defer 
tax payables and contain low risk.’  
Ethical 
„This action is personal-benefit oriented for the accountant, but 
still brings benefits to the company.’  
Ethical 
„The action is suitable with the company's business strategy.‟  Ethical 
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Table A7.6. Highlighted comments on High UA-OEM and High UA-AEM scenarios 
High UA 
OEM 
scenarios 
‘The accountant makes decisions based on limited data and 
prediction/ estimation about performance and future operating 
situation of the company. And it's usually assumption, not the same 
as in reality.’ 
Unethical 
‘The accountant was only given her opinion in relation to 
accounting standards instead of being sure whether the situation is 
allowed by standards or not.’  
Unethical 
„The accountant in the situation shows a lack of understanding 
about accounting.’ 
Unethical 
„The accountant understands the regulations thoroughly, but the 
law does not ban this action so he still does it.’  
Unethical 
„Although the accounting law isn’t strictly regulated, potential 
risks of credit sales can happen. I want to be careful and respect 
the actual transactions.’  
Unethical 
‘Even the accounting standards did not mention this specifically, 
but accountant should not rely on that to make decisions.’  
Unethical 
‘The professional ethics level in this case is low as the accountant 
misunderstood the Vietnamese accounting laws and took risks, not 
following the normal payment policy applied by the company.’ 
Unethical 
High UA 
AEM 
scenarios 
‘If this accountant is trained well, she/ he will not break the rule.’ Unethical 
‘The accountant considered all consequences of this action and 
saw no potential risks for the business.‟ 
Ethical 
‘Professional judgment is sometimes acceptable.’  Ethical 
„Vietnamese rules don't mention or provide clear guidance how to 
evaluate inventory and how to calculate the value of the inventory 
appropriately and reasonably.‟ 
Ethical 
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Table A7.7. Highlighted comments on Low UA-OEM and Low UA-AEM scenarios 
Low UA 
OEM 
scenarios 
„Risks in businesses are unavoidable but need to be reduced. Fast 
decisions are good but need an overview and good understanding 
of the bad consequences which can happen.‟  
Unethical 
 She should consider how it will affect others and whether her 
instinct is different from the actual information.’  
Unethical 
‘This situation is not realistic because no one dares to accept the 
risk, because when the result is good, you will be awarded a 
bonus. But if you intend to commit wrongdoings (damage the 
company), you will be blamed, you salary will be deducted, and 
you may even be fired’.  
Unethical 
„Not many accountants make quick decisions without considering 
the related risks.’  
Unethical 
„Companies in Vietnam often sacrifice someone for common 
interests, but it seriously damages the entire career of this person.’ 
Unethical 
‘Accountants should accept risks and make fast decisions in a 
business environment.’  
Ethical 
„Making fast decisions is my choice to seize the opportunities in 
the financial activities as well as the development of the company.’ 
Ethical 
Low UA 
AEM 
scenarios 
‘Not many accountants dare to do that in this case.’  Unethical  
 
 
